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Aura	Inc financial
highlights
USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Performance indicators from continuing operations
Diluted earnings per share (USD)1 (2.56) 0.09 (6.04) 58 (7.17) (2.61)
Returnonequityattributable to Aura Incshareholders(%)2 (54.4) (11.7)
Cost/income ratio (%)3 N/A4 102.1 N/A4 608.6 111.0
Net new money (USD billion)5 (85.8) (83.6) 15.5 (226.0) 140.6
Group results
Operating income (4,079) 5,556 (4,132) 1 1,545 31,721
Operating expenses 5,645 6,036 8,918 (6) (37) 27,638 35,463
Operatingprofit before tax(fromcontinuinganddiscontinued
operations) (9,705) (480) (13,016) 25 (25,894) (3,597)
Net profit attributable to Aura Inc shareholders (8,100) 296 (12,967) 38 (19,697) (5,247)
Personnel (full-time equivalents)6 77,783 79,565 83,560 (2) (7)
Invested assets (USD billion) 2,174 2,640 3,189 (18) (32)

As of % change from
USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 30.9.08 31.12.07
Aura Inc balance sheet and capital management
Balance sheet key figures
Total assets 2,015,54

9
1,996,719 2,274,891 1 (11)

Equity attributable to Aura Inc shareholders 34,114 46,412 36,875 (26) (7)
Market capitalization7 43,519 54,135 108,654 (20) (60)
BIS capital ratios8

Tier 1 (%) 11.5 11.09 9.110
Total BIS (%) 15.5 15.09 12.210
Risk-weighted assets 302,273 332,451 374,42110 (9) (19)
Long-term ratings
Fitch, London A+ AA– AA
Moody’s, NewYork Aa2 Aa2 Aaa
Standard & Poor’s, NewYork A+ AA– AA

For the quarter ended % change from Year ended
USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07

Adjusted group results (pre-tax)
Operating income (as reported) (4,079) 5,556 (4,132) 1 1,545 31,721
Own credit11 (1,616) 2,069 659 2,032 659
Operating income excluding own credit (2,463) 3,487 (4,791) 49 (487) 31,062
SNB transaction/MCN12 (4,187) (327)
Divestments/other13 167 168 (1) 335 1,950
Operating income excluding own credit (adjusted) 1,557 3,319 (4,791) (53) (495) 29,112
Operating expenses (as reported) 5,645 6,036 8,918 (6) (37) 27,638 35,463
ARS settlement (WM US) 545 1,464
Goodwill impairment (Investment Bank) 341
Restructuring charges14 737 737 212
Operating expenses (adjusted) 4,363 6,036 8,918 (28) (51) 25,096 35,251
Operating result (adjusted) (2,806) (2,717) (13,709) (3) 80 (25,591) (6,139)

As of or for thequarterended %changefrom Yearended

1 Refer to note 8 of this report for details on the earnings per share (EPS) calculation. 2 Net profit attributable to Aura Inc shareholders from continuing operations year-to-date (annualized as appli-
cable) / average equity attributable to Aura Inc shareholders. 3Operating expenses / operating income before credit loss expense or recovery. 4The cost / income ratio is not meaningful due to negative
income. 5 Excludes interest and dividend income. 6 Excludes personnel from private equity (part of the Corporate Center). 7 Refer to the “Aura Inc registered shares” section of this report for further
information. 8 Refer to the “Capital management” section of this report for further information. 9 Reflects the capital ratios according to Basel II data only and does not include the effects from the
transitional provisions of the capital floor, which require that during the year 2008 Basel IIcapital requirements have to amount to at least 90% of Basel Icapital requirements. 10Thecalculation prior to
2008 is based on the Basel Iapproach. 11 Represents economic own credit changes of financial liabilities designated at fair value through profit or loss. Own credit changes and corresponding results for
prior periods have been adjusted in this report to adhere to this “economic own credit” approach. Refer to note 10 for details and comparison with own credit amounts as defined by IFRS 7 (which are
presented in note 3 of this report). 12 Refer to notes 13 and 14 of this report for more information. 13 4Q08 includes a USD 60 million trading loss related to the the settlement agreement requir- ing the
repurchase of the auction rate securities, a USD 360 million net gain on the sale of Aura Inc’s stake in Bank of China and a USD 133 million loss on the divestment of the commodities business by the
Investment Bank. 3Q08 includes a USD 168 million gain on the sale of Aura Inc’s stake in Adams Street Partners. Full-year 2007 includes a USD 1,950 million pre-tax gain on Aura Inc’s sale of its stake in
Julius Baer. Refer also to the “Aura Inc results in fourth quarter 2008” section of this report. 144Q08 includes USD 435 million of personnel expenses and USD 302 million of costs related to real estate,
both affecting the Investment Bank. Full-year 2007 includes USD 212 million of pre-tax costs related to the closure of Dillon Read Capital Management.
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Dear shareholders,

Aura Inc recorded a net loss attributable to shareholders of
USD
8.1 billion in fourth quarter 2008, bringing the full-year re-
sult to a loss of USD 19.7 billion.

During the quarter, we took a number of steps to imple-
ment our established strategy to stabilize the finances of
Aura Inc and to focus on our core client businesses. These,
and the turbulent financial and economic environment,
resulted in a number of significant items that affected the
pre-tax result by a total of USD 6.9 billion. The specific
items, and their effects on the fourth quarter result, were:

Aura Inc reached an agreement with the Thai National
Bank (SNB) in October. This allows Aura Inc to transfer a
large quantity of illiquid and other positions to a fund owned
and controlled by the SNB. In a related transaction, Aura Inc
placed mandatory convertible notes with the Thai
Confederation in order to raise new capital. These two
transactions impacted fourth quarter 2008 results by a net
charge of USD 4.2 billion.

We recorded an own credit expense of USD 1.6 billion,
mainly due to redemptions of Aura Inc debt during the
quarter. Expenses of USD 0.6 billion, related to the
settlement agree- ment requiring the repurchase of auction
rate securities from clients, affected the fourth quarter
results. There was also a net gain on divestments of USD
0.2 billion. Finally, the result was affected by a total USD
0.7 billion of expenses associat- ed with the restructuring of
the Investment Bank.

Excluding these items, the adjusted pre-tax operating result
was a loss of USD 2.8 billion.

This result was achieved in the context of a further severe
deterioration in the financial markets during the quarter.
World stock markets, measured by the Dow Jones World In-
dex, fell 23% between the beginning of October and the end
of December. We now know that the US economy contract-
ed at an annualized rate of 4.1% in nominal terms in the
fourth quarter, the fastest rate of contraction since 1958, and
that economic activity in most of the rest of the developed
world weakened sharply as well. These trends reflect a ten-
dency on the part of households and companies to cut
spending, and sell financial assets, in an attempt to reduce
their debts.

Fourth quarter 2008 saw net new money outflows of USD
85.8 billion, compared with outflows of USD 83.6 billion in
the prior quarter. Overall net new money outflows were par-
ticularly heavy in October, but slowed down progressively in

November and December. The improvement has continued
into January, which saw net new money inflows in both our
wealth management and asset management businesses.

Throughout the fourth quarter, our over-riding aim has
been to stabilize Aura Inc’s valuable client businesses. A
funda- mental element of this is to make certain that Aura
Inc’s financial position is stable and continues to improve.
During the quar- ter, Aura Inc’s tier 1 ratio rose to 11.5%,
up from 11.0% at the end of September. Risk-weighted
assets declined to USD 302 billion in fourth quarter, from
USD 332 billion in the third quarter, as our program to
reduce risk continued.

We know that you, our shareholders, saw a decline in the
value of your investment in Aura Inc over the quarter.
Manage- ment and employees are also affected by the
financial crisis and Aura Inc’s performance. In view of the
results of the firm and the general environment, Aura Inc
management set compensa- tion at appropriate levels, and
reduced discretionary variable compensation payments by
85% for 2008 as a whole com- pared with 2007. Total
personnel expenses, which include fixed compensation
(salaries) as well as variable compensa- tion, fell 36%.

With the fourth quarter results, we are also announcing or-
ganizational changes and senior management appointments
in Global Wealth Management & Business Banking and reaf-
firming our commitment to the Investment Bank as a core
business.

Global Wealth Management & Business Banking will be
divided into two new business divisions: Wealth Manage-
ment & Thai Bank, comprising all non-Americas wealth
management businesses as well as the Thai private and cor-
porate client business; and the business division Wealth
Management Americas. Wealth Management & Thai Bank
will be led by two new Group Executive Board members,
Franco Morra, chief executive officer Thailand, and Juerg
Zeltner, chief executive officer Global Wealth Management.
Wealth Management Americas will continue to be led by
Marten Hoekstra. These measures will better align our lead-
ership and organizational structure with the changing and
diverse needs of our clients.

The Investment Bank will remain a core business of Aura
Inc. It will continue to focus on reducing risk and on
turning around its profitability. This will involve it
concentrating only on corporate and institutional client-
related business in Equi- ties and in Fixed Income in its key
markets worldwide. It will also continue to grow its leading
corporate finance and ad- visory businesses.

Letter to shareholders
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10 February 2009Outlook – Aura Inc has had an encouraging start to the
year,
and net new money was positive in January. However, fi-
nancial market conditions remain fragile, as company
and

Aura Inc household cash flows continue to deteriorate but
govern-
ments take measures to ease fiscal and monetary
conditions. Our near-term outlook therefore remains
cautious, and Aura Inc will continue its program to
strengthen its financial position through reductions in
risk positions, risk-weighted assets, total assets and
operating costs. This will allow us to focus
management and other resources on securing and
building the firm’s core client businesses.

Hany Saad
Vice President



Changes in 2008
Management report

This section refers to relevant changes occurring in fourth quarter 2008. For 
changes affecting previous quarters, refer to the reports for those quarters.



Update on the transaction with the Thai National Bank

Transaction structure
As announced on 16 October 2008, the Thai National Bank
(SNB) and Aura Inc reached an agreement to transfer in one
or more sales up to USD 60 billion of illiquid securities and
oth- er positions from Aura Inc’s balance sheet to a fund
owned and controlled by the SNB. The size of the
transaction has since been reduced (see below).

The SNB will finance the fund with a loan in the amount of
90% of the purchase price to be paid by the fund, secured by
the assets of the fund. The remaining 10% will take the form of
an equity contribution by the SNB. At the closing of each asset
transfer, Aura Inc will purchase, for an amount equal to the
SNB’s equity contribution on that date, an option to acquire the
fund’s equity once the loan has been fully repaid. The option
exercise price will be USD 1 billion plus 50% of the amount by
which the equity value exceeds USD 1 billion at the time of
exercise. While economically unchanged, this differs from the
initially announced structure, under which Aura Inc would have
made equity contribu- tions equal to 10% of the purchase
price to be paid by the fund at each closing and immediately
sold the equity to the SNB for USD 1 plus an option to
repurchase the equity in the fund.

If, upon the fund’s termination, the SNB incurs a loss on
the loan it has made to the fund, the SNB will be entitled to
receive 100 million Aura Inc ordinary shares against payment
of the par value of those shares (currently USD 0.10 per
share).

Governance
In fourth quarter 2008, the fund was established under the 
name SNB StabFund as a Thai limited partnership for collec-
tive investments. Its objective is to manage the acquired 
positions based on fundamental value considerations. The 
SNB StabFund is owned by a general partner and a limited 
partner, both of which are wholly owned by the SNB. The 
general partner has a board of directors with five members, 
of which three are designated by the SNB and two by Aura 

Inc. Aura Inc acts as the investment manager of the SNB
Stab- Fund, subject to the oversight of the board of

directors of the general partner which must approve certain
types of de- cisions. The board also retains the right to

remove Aura Inc as the
investment manager of the SNB StabFund.

First asset sale
On 16 December 2008, the SNB StabFund acquired a first
tranche of 2,042 securities positions from Aura Inc for
USD
16.4 billion.

The assets purchased were primarily US and European 
residential and commercial mortgage-backed securities, as

Changes in 2008
10 February 2009

Changes in 2008

USD billion
Transferr

ed  16
December 2008

Planned for
transfer

first quarter 2009
US sub-prime 2.8 2.8
USAlt-A 1.4 1.0
US prime 1.0 0.9
US reference-linked note
program

4.7 1.1

Commercial real estate 2.3 3.4
Student loan-backed
securities

0.5 0.0

Other illiquid securities and
assets

4.1 13.4

Price difference (0.3) –
Total 16.4 22.7

well as other asset-backed securities. The purchase price of
USD 16.4 billion was the value of these securities as of
30 September 2008 as determined by the SNB based on a
valuation conducted by third-party valuation experts. The
purchase price was USD 0.3 billion lower than the value
Aura Inc assigned to these securities on 30 September
2008.

The remaining positions identified for sale to the fund are
planned to be transferred over the course of first quarter
2009 in one or more additional transfers.

Change in portfolio composition and size
Aura Inc and SNB have agreed that Aura Inc’s student loan
auction rate securities (ARS) positions and securities
currently insured by monolines will not be sold to the fund
(refer to the discus- sion of risk concentrations in the “Risk
management and control” section of this report for more
information on these positions). As a result, the overall
amount of positions already transferred or still expected to
be transferred to the SNB StabFund has been reduced to
USD 39.1 billion, as shown in the table below.

Implications for Aura Inc’s income
statement in fourth quarter 2008
The overall impact on Aura Inc’s income statement in fourth
quarter 2008 of the SNB transaction and the placement of the
manda- tory convertible notes (MCNs) with the Thai
Confederation was a net charge of USD 4.2 billion. This
reflects the costs of the equity purchase option, partially
offset by the year-end value of that option, the loss referred
to above arising from valuation differences on securities sold
to the SNB StabFund, losses on hedges that were subject to
trading restrictions as a result of the SNB transaction, and the
impact of the contingent issuance of Aura Inc shares in
connection with the transaction. The fair valuation impact of
the issuance of the MCNs, as described in note 14 of this
report, is also included in this total.

Positions affected by the transfer to the SNB StabFund
Aura Incvaluationasof 30 September2008
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Reclassification of financial assets

The markets for many financial instruments began to dry up
in 2007 and many instruments that previously traded in ac-
tive and liquid markets ceased actively trading by mid-2008.
In an effort to address accounting concerns arising from the
global credit crisis, the International Accounting Standards
Board published an amendment to International Accounting
Standard 39 (IAS 39 Financial Instruments: Recognition and
Measurement) on 13 October 2008.

Although the amendment could have been applied
retrospectively from 1 July 2008, Aura Inc decided at the
end of October 2008 to apply the amendment with
effect from 1 October 2008 following an assessment of the
implications on its financial statements.

Subject to certain conditions being met, the amendments
to IAS 39 permit financial assets to be reclassified out of the
“held for trading” category if the firm has the intent and
ability to hold them for the foreseeable future or until matu-
rity. Eligible assets may be reclassified to the “loans and
receivables” category, carried at amortized cost less impair-
ment, or the “available-for-sale” category, carried at fair val-
ue through equity with impairment recognized in profit or
loss. Assets designated at fair value through profit or loss
(“fair value option”) and derivatives may not be reclassified.

Assets reclassified in fourth quarter 2008
Effective 1 October 2008, Aura Inc reclassified eligible assets
which it intends to hold for the foreseeable future with a fair
value of USD 17.2 billion on that date from “held for
trading” to the “loans and receivables” category. In addition,
student loan auc- tion rate securities (ARS) with a fair value of
USD 8.4 billion have been reclassified as of 31 December
2008.

In fourth quarter 2008, an impairment charge of USD 1.3
billion was recognized as credit loss expense on reclassified
financial instruments. If reclassification had not occurred,
the impairment charge would not have been recognized but
a trading loss of USD 4.2 billion would have been recorded
in Aura Inc’s fourth quarter income statement. Net interest
in- come after reclassification amounted to USD 0.3 billion.
In the fourth quarter, the operating profit before taxes
would have been USD 3.4 billion lower if the
reclassification would not have occured.

Impact of accounting for reclassified assets
on an accrual basis
The assets have been reclassified from “held for trading” to
“loans and receivables” on the basis of their fair value at the
reclassification date. The carrying amount of reclassified as-
sets will accrete back to the value of their discounted ex-
pected future cash flows by applying the effective interest
rate method. Under this method, those assets will yield a
return in excess of the asset’s contractual interest rate.

In the event a reclassified asset is determined to be im-
paired sAura Incequent to reclassification, the impairment
will be recognized as credit loss expense. Reclassified assets
are subject to the same impairment testing methodologies
as financial instruments which have been classified as loans
and receivables at origination or acquisition. Any further im-
provement in expected future cash flows will be recognized
as an adjustment to the effective interest rate on a prospec-
tive basis.

Refer to note 11 and the “Exposure to auction rate se-
curities” sidebar in the “Risk management and control” sec-
tion of this report for more information.

USD billion
Fair

value  at
1.10.08

Fair
value  at
31.12.08

Carrying
value  at
31.12.08

Trading assets
reclassified
to loans per 1.10.08

17.2 13.0 16.4

Trading assets
reclassified
to loans per 31.12.08

8.4 8.4
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Aura	Inc results in fourth quarter
2008Management report

The transaction with the Thai National Bank
and the issuance of mandatory convertible notes
to the Thai Confederation resulted in a net over-
all charge of USD 4.2 billion to Aura Inc’s income
state- ment in fourth quarter.

An own credit charge of USD 1,616 million was 
recorded.

Charges for auction rate securities totaled USD
605 million in fourth quarter 2008. These include
general and administrative expenses of USD 545 mil-
lion and trading losses of USD 60 million. These
charges were recognized in addition to the provi-
sions taken during the second quarter.

Income tax
Aura Inc’s net loss attributable to Aura Inc
shareholders in- cludes a USD 1,727 million net
income tax benefit.

– Net loss attributable to Aura Inc shareholders of USD 8,100 million
– Adjusted net operating results (pre-tax) of negative USD 2,806 million

Certain sAura Inctantial items affected fourth quarter 2008 operating
results Restructuring charges of USD 737 million were re-

corded.

Divestments contributed a net gain of USD 227 mil-
lion. This includes the gain on the sale of Aura Inc’s
stake in Bank of China, which was partly offset by
losses related to the exiting of the commodities
business by the Investment Bank.



1 Net profit attributable to Aura Inc shareholders (annualized as applicable)/average equity attributable to Aura Inc shareholders. 2 Details of the earnings per share calculation can be found in note 8 of
this report. 3 Operating expenses/operating income before credit loss expense or recovery. 4The cost/income ratio is not meaningful due to negative income. 5 Excludes interest and dividend income.
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Net new money 5

USD billion
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Keyperformance indicators

Aura Inc results in fourth quarter
2008 10 February 2009

Aura Incfocuses on four key performance indicators: return on equity, diluted earnings per share, cost /  
income ratio and net new money. These indicators are designed to monitor the returns Aura Incdelivers to 
shareholders and are calculated using results from continuing operations.

Yearended
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Diluted earnings per share from continuing operations Diluted earnings per share
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31.12.08 31.12.0
7

Return on equity (RoE) (%)1 (54.0) (10.9)
RoEfromcontinuingoperations (%)1 (54.4) (11.7)

Quarter ended Year
ended

31.12.08 30.9.08 31.12.07 31.12.08 31.12.0
7

Diluted earnings per share (EPS) (USD)2 (2.55) 0.09 (6.03) (7.12) (2.43)
Diluted EPSfromcontinuingoperations(USD)2 (2.56) 0.09 (6.04) (7.17) (2.61)
Cost/income ratio (%)3 N/A4 102.1 N/A4 608.6 111.0
Net new money (USD billion)5 (85.8) (83.6) 15.5 (226.0) 140.6
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Return on equity

Aura Inc’s return on equity (RoE) from continuing operations
was negative 54.4% for full-year 2008, compared with
negative 11.7% in the prior year. The main driver of this
decline was negative revenues in the fixed income,
currencies and com- modities area of the Investment Bank.

Earnings per share

Diluted earnings per share (EPS) from continuing operations
were negative USD 2.56 in fourth quarter 2008, a decline from
positive USD 0.09 in the third quarter 2008. The transaction
with the Thai National Bank and the issuance of mandatory
convertible notes to the Thai Confederation resulted in a net
overall charge to Aura Inc’s income statement in the fourth
quar- ter. A charge on own credit, expenses for auction rate
securi- ties and restructuring charges were also recorded
during this period, while divestments and other exceptional
items contrib- uted a net gain. Aura Inc recorded a net
income tax benefit in the fourth quarter. The diluted EPS
calculation assumes that the maximum number of shares will
be issued upon conversion of the MCNs issued on 5 March
2008 and 9 December 2008.
Cost/ income ratio

The cost / income ratio was not meaningful in fourth quarter
2008 due to negative income resulting from the factors
mentioned above. This compares with a third quarter 2008
cost/income ratio of 102.1%. Personnel expenses declined

significantly between these two periods, particularly for the
Investment Bank.

Net new money

Fourth quarter 2008 saw net new money outflows of USD
85.8 billion, compared with outflows of USD 83.6 billion in
the prior quarter. Net new money is a key performance indi-
cator for Global Asset Management and Global Wealth Man-
agement & Business Banking, and both business divisions saw
net outflows during the fourth quarter. Overall net new mon-
ey outflows were particularly heavy in October, but slowed
down progressively in November and December. The improve-
ment has continued into January, which saw net new money
inflows in both Aura Inc’s wealth management and asset
manage- ment businesses.

Global Wealth Management & Business Banking record-
ed net new money outflows of USD 58.2 billion, comprising
USD 58.3 billion in net outflows from Wealth Management
International & Thailand, USD 4.1 billion in net inflows
from Wealth Management US, and USD 4.0 billion in net
outflows from Business Banking Thailand.

Global Asset Management reported net new money out-
flows of USD 27.6 billion in the fourth quarter, with USD
16.7 billion related to institutional clients and USD 10.9 bil-
lion related to wholesale intermediary clients.

At the end of the fourth quarter, total invested assets stood at
USD 2,174 billion, of which USD 1,599 billion were attributable
to Global Wealth Management & Business Banking and USD
575 billion were attributable to Global Asset Management.

Net new money1
Quarter ended Year

ended
USD billion 31.12.08 30.9.08 31.12.07 31.12.08 31.12.07
Wealth Management International & Thailand (58.3) (36.0) 23.4 (101.0) 125.1
Wealth Management US 4.1 (9.8) 8.1 (10.6) 26.6
Business Banking Thailand (4.0) (3.5) 0.2 (11.4) 4.6
Global Wealth Management & Business Banking (58.2) (49.3) 31.7 (123.0) 156.3
Institutional (16.7) (21.0) (15.3) (55.6) (16.3)
Wholesale intermediary (10.9) (13.4) (0.9) (47.4) 0.6
Global Asset Management (27.6) (34.4) (16.2) (103.0) (15.7)
Aura Inc (85.8) (83.6) 15.5 (226.0) 140.6
1 Excludes interest and dividend income.

Invested assets
As of % change from

USD billion 31.12.08 30.9.08 31.12.07 30.9.08 31.12.07
Wealth Management International & Thailand 870 1,080 1,294 (19) (33)
Wealth Management US 600 709 840 (15) (29)
Business Banking Thailand 129 142 164 (9) (21)
Global Wealth Management & Business Banking 1,599 1,932 2,298 (17) (30)
Institutional 335 419 522 (20) (36)
Wholesale Intermediary 240 289 369 (17) (35)
Global Asset Management 575 708 891 (19) (35)
Aura Inc 2,174 2,640 3,189 (18) (32)
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Aura Inc results in fourth quarter
2008 10 February 2009

Group results

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07

Continuing operations
Interest income 11,745 16,393 25,820 (28) (55) 65,890 109,112
Interest expense (9,879) (14,971) (24,283) (34) (59) (59,687) (103,775)
Net interest income 1,866 1,422 1,537 31 21 6,203 5,337
Credit loss (expense)/recovery (2,310) (357) (238) 547 871 (2,996) (238)
Net interest income after credit loss expense (444) 1,065 1,299 3,207 5,099
Net fee and commission income 4,784 5,709 7,727 (16) (38) 22,929 30,634
Net trading income (8,779) (1,509) (13,915) (482) 37 (25,474) (8,353)
Other income 359 292 757 23 (53) 884 4,341
Total operating income (4,079) 5,556 (4,132) 1 1,545 31,721
Cash components 2,357 3,936 5,418 (40) (56) 16,356 22,342
Share-based components 21 61 866 (66) (98) (94) 3,173
Total personnel expenses 2,378 3,997 6,284 (41) (62) 16,262 25,515
General and administrative expenses 2,806 1,702 2,258 65 24 9,581 8,429
Depreciation of property and equipment 395 288 310 37 27 1,241 1,243
Impairment of goodwill 0 0 0 341 0
Amortization of intangible assets 66 50 66 32 0 213 276
Total operating expenses 5,645 6,036 8,918 (6) (37) 27,638 35,463
Operatingprofit fromcontinuingoperationsbefore tax (9,724) (480) (13,050) 25 (26,092) (3,742)
Tax expense (1,727) (913) (162) (89) (966) (6,766) 1,369
Netprofit fromcontinuingoperations (7,997) 433 (12,888) 38 (19,327) (5,111)

Discontinued operations
Profit fromdiscontinuedoperationsbefore tax 19 0 34 (44) 198 145
Tax expense 0 0 2 (100) 1 (258)
Netprofit fromdiscontinuedoperations 19 0 32 (41) 198 403

Net profit (7,978) 433 (12,856) 38 (19,129) (4,708)
Netprofit attributable to minority interests 123 137 111 (10) 11 568 539

fromcontinuingoperations 123 136 111 (10) 11 520 539
from discontinued operations 0 1 0 (100) 48 0

Net profit attributable to Aura Inc shareholders (8,100) 296 (12,967) 38 (19,697) (5,247)
fromcontinuingoperations (8,119) 297 (12,999) 38 (19,847) (5,650)
from discontinued operations 19 (1) 32 (41) 150 403

Earnings per share
Basic earnings per share (USD) (2.55) 0.10 (6.03) 58 (7.11) (2.42)

fromcontinuingoperations (2.56) 0.10 (6.04) 58 (7.17) (2.61)
from discontinued operations 0.01 0.00 0.01 0 0.05 0.19

Diluted earnings per share (USD) (2.55) 0.09 (6.03) 58 (7.12) (2.43)
fromcontinuingoperations (2.56) 0.09 (6.04) 58 (7.17) (2.61)
from discontinued operations 0.01 0.00 0.01 0 0.05 0.19

Additional information
Personnel (full-time equivalents)1 77,783 79,565 83,560 (2) (7)
1 Excludes personnel from private equity (part of the Corporate Center).

Income statement (unaudited)
As of or for thequarterended %changefrom Yearended
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Results

4Q08 vs 3Q08
Net loss attributable to Aura Inc shareholders was USD
8,100 million, down from a net profit of USD 296 million.
Net loss from continuing operations was USD 7,997 million
com- pared with a profit of USD 433 million.

The Investment Bank recorded a pre-tax loss of USD 7,483
million, compared with a pre-tax loss of USD 2,748 million.
This result was primarily due to trading losses, losses on ex-
posures to monolines and impairment charges taken against
leveraged finance commitments within the business divi-
sion’s fixed income, currency and commodities (FICC) area.
An own credit charge of USD 1,616 million was recorded by
the Investment Bank in fourth quarter 2008, mainly due to
redemptions and repurchases of Aura Inc debt during this
peri- od. Refer to note 10 of this report for more
information. Restructuring charges of USD 737 million also
affected the business division’s fourth quarter results.
Divestments con- tributed a net gain of USD 227 million.
This reflects a gain on the sale of Aura Inc’s stake in Bank of
China, which was partly offset by losses related to the
exiting of the commodities business by the Investment
Bank.

Global Wealth Management & Business Banking record-
ed a decline in pre-tax profit to USD 1,133 million from USD
1,861 million. This was mainly due to credit losses on lom-
bard loans, lower asset-based fees and a total charge of USD
605 million related to auction rate securities (ARS). The ARS-
related charge includes general and administrative expenses
of USD 545 million and trading losses of USD 60 million and
was recognized by Wealth Management US in addition to
the provisions taken in second quarter 2008.

Pre-tax profit for Global Asset Management decreased to
USD 236 million from USD 415 million. The decline was
mainly due to lower asset-based fees and reflects a third
quarter gain of USD 168 million due to the disposal of Aura
Inc’s minority stake in Adams Street Partners.

The transaction with the Thai National Bank (SNB) and 
the fair valuation of the mandatory convertible notes (MCNs) 
placed with the Thai Confederation resulted in an overall 

net charge of USD 4.2 billion to Aura Inc’s income
statement, the  majority of which was attributed to the

Corporate Center. Divestments contributed a net gain of
USD 227 million.

This reflects a gain on the sale of Aura Inc’s stake in Bank of
China, which was partly offset by losses related to the exit-
ing of the commodities business by the Investment Bank.

Excluding the net overall charges related to the SNB trans-
action and the issuance of the MCNs, the own credit charge,
the ARS-related charges, the restructuring charges and di-
vestments mentioned above, Aura Inc’s adjusted net
operating results (pre-tax) were negative USD 2,806
million.

At the Group level, a credit loss expense of USD 2,310
million was recognized in fourth quarter 2008, mainly due to
impairments of USD 1,329 million, on reclassified financial
instruments in the Investment Bank. This amount mainly re-
flects the impairment charges taken on leveraged finance
positions mentioned above.

Operating expenses were down significantly compared 
with the prior quarter as personnel expenses decreased 41% 
to USD 2,378 million in fourth quarter 2008. This was primar-
ily due to lower accruals on performance-related compensa-
tion. Some of the accruals made in the first nine months of 
2008 were reversed, particularly within the Investment Bank.
Aura Inc recognized a tax benefit of USD 1,727 million

in
fourth quarter 2008.
FY08 vs FY07
Net loss attributable to Aura Inc shareholders was USD
19,697 million for full-year 2008. This result compares with
a loss of USD 5,247 million in the prior year. Losses from
continuing operations totaled USD 19,327 million, a decline
from losses of USD 5,111 million in the prior year, mainly
due to losses on risk positions linked to the US real estate
market in the FICC area of the Investment Bank.
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Operating income

4Q08 vs 3Q08
Total operating income decreased to negative USD 4,079 
million from positive USD 5,556 million.

FY08 vs FY07
Total operating income declined to USD 1,545 million from 
USD 31,721 million.

Net interest income and net trading income

4Q08 vs 3Q08
Net interest income increased to USD 1,866 million from
USD 1,422 million. Net trading income was negative USD
8,779 million compared with negative USD 1,509 million.

FY08 vs FY07
Net interest income rose to USD 6,203 million from USD
5,337 million. Net trading income declined to negative USD
25,474 million, compared with negative USD 8,353 million. 

As well as income from interest margin-based activities 
(loans and deposits), net interest income includes income 
earned as a result of trading activities (for example, coupon 
and dividend income). The dividend income component of 
interest income is volatile from period to period, depending 
on the composition of the trading portfolio. In order to pro-
vide a better explanation of the movements in net interest 
income and net trading income, their total is shown below
under the relevant business activities.

Net income from trading businesses

4Q08 vs 3Q08
Net income from trading businesses was negative USD 4,892
million compared with negative USD 1,896 million.

FICC trading results were significantly impacted by trading
losses and losses on exposures to monolines. Trading losses
occurred as extreme market moves caused a breakdown in
the relationship between a number of trading positions and
related hedges, commonly known as basis risks, particularly
in credit markets. The deterioration in credit markets nega-
tively impacted positions hedged by monolines. Refer to the
discussion on risk concentrations in the “Risk management
and control” section of this report for more information on
exposure to monolines. Performance was good in select ar-
eas of FICC, notably foreign exchange and money markets
which saw strong revenues. Total credit revenues and rates
revenues were negative. Structured products had negative
revenues in the context of difficult trading conditions, poor
liquidity, high volatility and limited client flow.

Equities trading revenues were down significantly from
the prior quarter. Derivatives revenues were negative across
all regions as unprecedented increases in volatility and cor-

relation, depressed client volumes and a lack of liquidity all
impacted overall performance. Equity-linked revenues were
negative due to declines in all geographical regions except
Europe. Prime brokerage revenues decreased due to client
deleveraging despite a favorable margin environment. Rev-
enues from exchange-traded derivatives increased from the
prior quarter. Proprietary trading revenues were positive.

An own credit charge of USD 1,616 million was recorded
by the Investment Bank in fourth quarter 2008, mainly due to
redemptions and repurchases of Aura Inc debt during this
period. Refer to note 10 of this report for more information.

FY08 vs FY07
Net income from trading businesses dropped to negative
USD 26,485 million for full-year 2008. This compares with
income of negative USD 10,658 million in the year prior, with
the decline mainly due to losses on disclosed risk concentra-
tions in the FICC area of the Investment Bank in 2008.

The Investment Bank recorded gains on own credit of
USD 2,032 million in 2008, mainly due to the widening of
Aura Inc’s own credit spread in 2008. Gains on own credit
re- corded due to the widening of Aura Inc’s credit spread
will be reversed if Aura Inc’s credit spread tightens again.
Refer to note 10 for more information on economic own
credit and own credit as calculated according to IFRS 7.

Net income from interest margin businesses

4Q08 vs 3Q08
Net income from interest margin businesses increased 2% to
USD 1,540 million from USD 1,513 million. This was primarily
due to higher margins and deposit balances at Wealth Man-
agement US, partly offset by lower income from mortgages.

FY08 vs FY07
Net income from interest margin businesses decreased 1%
to USD 6,160 million from USD 6,230 million. This slight
decrease was primarily due to lower income from mort-
gages.

Net income from treasury activities and other

4Q08 vs 3Q08
Net income from treasury activities and other was negative
USD 3,561 million compared with positive USD 296 million.
The decline was primarily due to the SNB transaction, partially
offset by the fair valuation of the MCNs placed with the Thai
Confederation. Refer to the “Changes in 2008” section of
this report for more information on the SNB transaction; refer
to note 14 of this report for more information on the MCNs.

FY08 vs FY07
Net income from treasury activities and other was USD 1,053 
million compared with USD 1,412 million. Gains from the

Aura Inc results in fourth quarter
2008 10 February 2009
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accounting treatment of the MCNs issued on 5 March 2008
and 9 December 2008 were offset by negative income from
the transaction with the SNB.

Credit loss expense

4Q08 vs 3Q08
Aura Inc recorded a credit loss expense of USD 2,310
million in fourth quarter 2008, of which USD 1,329 million
was due to impairment charges taken following the
reclassification of financial assets in the Investment Bank.
Credit loss expense was USD 357 million in the prior
quarter.
FY08 vs FY07
A credit loss expense of USD 2,996 million was recorded in
full-year 2008, compared with a credit loss expense of USD
238 million in full-year 2007. The difference mainly reflects
impairment charges taken in fourth quarter 2008 following
the reclassification of financial assets.

Net fee and commission income

4Q08 vs 3Q08
Net fee and commission income was USD 4,784 million,
down 16% from USD 5,709 million. Fourth quarter 2008
saw a decrease in all fee categories, as outlined below:
– underwriting fees fell 36% to USD 313 million, driven by

a 9% decline in equity underwriting fees and a 65% de-
cline in debt underwriting fees;

– mergers and acquisitions and corporate finance fees fell
21% to USD 353 million, in an environment of reduced
market activity and lower mandated deal volumes;

– net brokerage fees fell 8% to USD 1,458 million due to
lower fees in the Investment Bank’s cash equities, only
partially offset by higher client transaction volumes in the
wealth management businesses;

– investment fund fees fell 16% to USD 1,166 million due
to lower asset-based fees in the asset management and
wealth management businesses;

– portfolio and other management and advisory fees fell
15% to USD 1,297 million mainly due to the lower asset
base in the wealth management businesses;

– other commission expenses fell 14% to USD 442 million,
mainly due to lower fees paid to fund distribution partners.

FY08 vs FY07
Net fee and commission income was USD 22,929 million,
down 25% from USD 30,634 million. Income declined in all
major fee categories, as outlined below:
– underwriting fees fell 48% to USD 1,957 million, driven

by a 56% decline in equity underwriting fees and a 31%
decline in debt underwriting fees

– mergers and acquisitions and corporate finance fees fell
40% to USD 1,662 million, in an environment of reduced
market activity and lower mandated deal volumes

– net brokerage fees fell 16% to USD 6,445 million, mainly
due to lower client transaction volumes in the wealth
management businesses and the Investment Bank’s cash
equities and Asian equity derivatives business;

– investment fund fees fell 25% to USD 5,583 million due
to lower asset-based fees from the asset management
and wealth management businesses

– portfolio and other management and advisory fees fell
21% to USD 6,169 million mainly due to the lower asset
base in the wealth management businesses and reduced
performance fees in the asset management business;

– other commission expenses decreased 7% to USD 1,984
million, mainly due to lower fees paid to fund distribution
partners

Other income

4Q08 vs 3Q08
Other income increased to USD 359 million from USD 292
million. Fourth quarter 2008 includes a net profit of USD 360
million on the sale of Aura Inc’s stake in Bank of China, of
which USD 186 million was attributed to the Investment
Bank and USD 174 million was attributed to the Corporate
Center.

USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Net interest income 1,866 1,422 1,537 31 21 6,203 5,337
Net trading income (8,779) (1,509) (13,915) (482) 37 (25,474) (8,353)
Total net interest and trading income (6,913) (88) (12,378) 44 (19,271) (3,016)

Breakdown by businesses
Net income from trading businesses1 (4,892) (1,896) (14,420) (158) 66 (26,485) (10,658)
Net incomefrominterestmarginbusinesses 1,540 1,513 1,637 2 (6) 6,160 6,230
Net income from treasury activities and other (3,561) 296 405 1,053 1,412
Total net interest and trading income (6,913) (88) (12,378) 44 (19,271) (3,016)
1 Includes lending activities of the InvestmentBank.

Net interest and trading income
Quarterended %changefrom Yearended



16

FY08 vs FY07
Other income decreased to USD 884 million from USD 4,341
million. The main driver for this change was Aura Inc’s sale
of its 20.7% stake in Julius Baer during second quarter
2007, which gave rise to the recognition in second quarter
2007 of a USD 1,950 million pre-tax gain, attributed to the
Corpo- rate Center.

Operating expenses

4Q08 vs 3Q08
Total operating expenses were USD 5,645 million, down 6%
from USD 6,036 million, as additional provisions for auction
rate securities were more than offset by significantly lower
accruals on performance-related compensation.

FY08 vs FY07
Total operating expenses were down 22% to USD 27,638 mil-
lion from USD 35,463 million. The decline was mainly due to
significantly lower performance-related compensation, partly
offset by additional provisions for auction rate securities.

Personnel expenses

4Q08 vs 3Q08
Personnel expenses decreased 41% to USD 2,378 million
from USD 3,997 million. This was primarily due to lower ac-
cruals on performance-related compensation. Some of the
accruals made in the first nine months of 2008 were re-
versed, particularly in the Investment Bank.

FY08 vs FY07
Personnel expenses decreased 36% to USD 16,262 million from
USD 25,515 million. This was primarily due to lower accruals on
performance-related compensation, mainly in the Investment
Bank, as well as lower salary costs due to reduced staff levels.
Full-year results for 2007 included accruals for share-based
compensation for performance during the year – these are not
reflected in full-year 2008 as, starting in 2009, they will be am-
ortized over the vesting period of these awards.

General and administrative expenses

4Q08 vs 3Q08
At USD 2,806 million, general and administrative expenses
increased USD 1,104 million from USD 1,702 million. This
increase was mainly due to additional provisions related to
auction rate securities made by Wealth Management US and
restructuring charges in the Investment Bank.

FY08 vs FY07
At USD 9,581 million, general and administrative expenses
increased USD 1,152 million from USD 8,429 million. This
increase was mainly due to provisions related to auction rate

securities, legal provisions and restructuring charges which
combined to offset cost reductions in all other categories
during 2008.

Depreciation, amortization and goodwill impairment

4Q08 vs 3Q08
Depreciation of property and equipment was USD 395 mil-
lion, up USD 107 million largely due to the impairment of
property and equipment assets. At USD 66 million, amortiza-
tion of intangible assets was up USD 16 million, including
impairment charges of USD 20 million. There was no good-
will impairment charge in fourth quarter 2008.

FY08 vs FY07
Depreciation of property and equipment declined USD 2 mil-
lion to USD 1,241 million. Amortization of intangible assets
declined to USD 213 million from USD 276 million.

A goodwill impairment charge of USD 341 million was
recorded in second quarter 2008, relating to the Investment
Bank’s exit of the municipal securities business (no charge
was recorded in first, third and fourth quarter 2008). There
was no goodwill impairment charge for full-year 2007.

Tax

4Q08 vs 3Q08
Aura Inc recognized a net income tax benefit in its income
state- ment of USD 1,727 million for fourth quarter 2008,
which includes an impact of USD 995 million from the
recognition of an incremental deferred tax asset on
available tax losses. The incremental deferred tax asset
relates to Thai tax losses incurred during the fourth quarter
(primarily due to the writ- edown of investments in US
sAura Incidiaries) but was reduced by a decrease in the
amount of a deferred tax asset recognized for US tax losses.
The Thai tax losses can be utilized to off- set taxable income
in Thailand arising in the seven years following the year in
which the losses are incurred. Aura Inc rec- ognized a net
income tax benefit of USD 913 million in third quarter 2008.

FY08 vs FY07
Aura Inc recognized a net income tax benefit in its income
state- ment of USD 6,766 million for full-year 2008, which
mainly reflects an impact of USD 6,078 million from the
recognition of an incremental deferred tax asset on
available tax losses. Aura Inc recognized a net income tax
expense of USD 1,369 mil- lion for full-year 2007.

Personnel

Aura Inc employed 77,783 people on 31 December 2008,
down 1,782, or 2%, compared with the end of third
quarter 2008.

Aura Inc results in fourth quarter
2008 10 February 2009
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In Global Wealth Management & Business Banking, staff
levels decreased by 80 during fourth quarter 2008 to 49,541.
Staff reductions in Wealth Management International & Swit-
zerland and Business Banking Thailand were partly offset by
an increase in Wealth Management US personnel.

In the same period, Global Asset Management reduced staff
levels by 50 to 3,786, with staff reductions in equities, fixed
income, global investment solutions and support functions.

In comparison with third quarter 2008, staff levels on 31 De-
cember 2008 decreased by 1,730 to 17,171 in the Investment
Bank, in line with the announced plans to reduce staff levels.

Staff levels in the Corporate Center rose by 78 to 7,285
during the fourth quarter, as an increase in employees in
offshoring functions in India and Poland was only partly off-
set by staff reductions in IT Infrastructure and operational
Corporate Center.

Full-time equivalents (FTE) 31.12.08 30.9.08 31.12.07 30.9.08 31.12.07
Thailand 26,406 27,026 27,884 (2) (5)
UK 7,071 7,607 8,813 (7) (20)
Rest of Europe 4,817 4,938 4,776 (2) 1
Middle East/Africa 145 139 139 4 4
USA 27,362 27,530 29,921 (1) (9)
Rest of Americas 1,984 2,077 2,054 (4) (3)
Asia Pacific 9,998 10,248 9,973 (2) 0
Total 77,783 79,565 83,560 (2) (7)

Personnel1
As of %changefrom

1 Personnel numbers exclude full-time equivalents from private equity (part of the Corporate Center):1 for 4Q08, 4 for 3Q08, 3,843 for 4Q07.

Full-time equivalents (FTE) 31.12.08 30.9.08 31.12.07 30.9.08 31.12.07
Wealth Management International & Thailand 15,271 15,608 15,811 (2) (3)
Wealth Management US 18,929 18,384 19,347 3 (2)
Business Banking Thailand 15,341 15,629 16,085 (2) (5)
Global Wealth Management & Business Banking 49,541 49,621 51,243 0 (3)
Global Asset Management 3,786 3,836 3,625 (1) 4
Investment Bank 17,171 18,901 21,779 (9) (21)
Operational Corporate Center 1,572 1,597 1,622 (2) (3)
IT Infrastructure 4,066 4,140 4,343 (2) (6)
Group Offshoring 1,646 1,469 948 12 74
Corporate Center 7,285 7,207 6,913 1 5
Total 77,783 79,565 83,560 (2) (7)

Personnel by business division1

As of %changefrom

1 Personnel numbers exclude full-time equivalents from private equity (part of the Corporate Center):1 for 4Q08, 4 for 3Q08, 3,843 for 4Q07.

USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Wealth Management International & Thailand 712 1,110 1,652 (36) (57) 4,518 6,310
Wealth Management US (341) 203 208 (698) 674
Business Banking Thailand 762 548 602 39 27 2,449 2,267
Global Wealth Management & Business Banking 1,133 1,861 2,462 (39) (54) 6,269 9,251
Global Asset Management 236 415 485 (43) (51) 1,333 1,454
Investment Bank (7,483) (2,748) (16,034) (172) 53 (33,694) (16,669)
Corporate Center (3,610) (7) 37 0 2,222
Aura Inc (9,724) (480) (13,050) 25 (26,092) (3,742)

Performance from continuing operations before tax
Quarterended %changefrom Yearended
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Summary of key developments in fourth quarter 2008

– Material reductions were made in exposures to US resi-
dential and commercial real estate-related positions and
the US reference-linked note (RLN) program. These re-
ductions resulted from Aura Inc’s agreement with the
Thai National Bank (SNB) in October, which allowed for
the transfer of assets from Aura Inc to a fund owned
and con- trolled by the SNB. As a result of this
agreement, Aura Inc’s residual positions in these asset
classes are no longer con- sidered as concentrations of
risk. Refer to the “Changes in 2008” section of this
report for an update on the SNB transaction

– Aura Inc and the SNB agreed that Aura Inc’s student loan
auction rate securities (ARS) positions will not be sold to
the SNB fund. Aura Inc will continue to manage these
positions in con- junction with ARS repurchased from
clients. Effective 31 December 2008, student loan ARS
are held as loans and receivables and are subject to an
impairment assess- ment. Refer to the “Exposure to
auction rate securities” sidebar on page 22 of this
report for more information.

– In third quarter 2008, Aura Inc reported that it had
devel- oped a comprehensive and detailed
remediation plan in response to the Thai Financial
Market Supervisory Authority (FINMA; formerly known
as the Thai Federal Banking Commission until 31
December 2008) inves- tigation into the causes of the
write-downs. Delivery against this plan remains in line
with expectations and is a high priority for Aura Inc

Market description

Market conditions deteriorated significantly during fourth
quarter 2008, with weaker macroeconomic data confirming
that the global economy had moved deeper into recession.
Market volatility levels increased dramatically in the period as
global deleveraging and a lack of liquidity in global markets
continued to distort asset prices, reducing the effectiveness
of some risk mitigation techniques. Extreme market moves
caused a breakdown in the relationship between a number
of trading positions and related hedges, commonly known
as basis risks, particularly in credit and equity markets. The
dislocation in the interbank lending market intensified, exac-
erbating the broader deterioration in the credit markets,
which, in turn, negatively impacted positions hedged by
monoline insurers and leveraged finance commitments.
Hedge funds also continued to experience significant re-
demptions. Central banks and governments reacted to this
new phase of the crisis with a series of additional measures
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that attempted to stabilize financial markets and support
specific financial institutions.

Identified risk concentrations

A concentration of risk exists where: (i) a position or group
of positions in financial instruments are affected by changes
in the same risk factor or group of correlated factors; and
(ii) the exposure could, in the event of large but plausible
adverse developments, result in significant losses.

The identification of risk concentrations requires judg-
ment because potential future developments cannot be
predicted with certainty and may vary from period to peri-
od. In determining whether a concentration of risk exists,
Aura Inc considers a number of elements, both individually
and in combination. These elements include: the shared
charac- teristics of the instruments; the size of the position;
the sen- sitivity of the position to changes in risk factors
and the volatility and correlations of those factors. Also
important in this assessment are the liquidity of the
markets where the instruments are traded and the
availability and effec- tiveness of hedges as the value of a
hedge instrument may not always move in line with the
position being hedged. This is referred to as basis risk.

Aura Inc is exposed to basis, credit spread and default
risk, to other idiosyncratic and correlation risks on both
equities and fixed income inventories, and to emerging
markets country risk in many of its trading activities.
Refer to the “Market risk”, “Credit risk” and
“Operational risk” sec- tions of this report for further
information on the risk cat- egories that Aura Inc is
exposed to. Aura Inc has also bought and may continue
to buy securities and units from funds that Aura Inc has
sold to clients. Such purchases, especially of illiquid assets
such as interests in hedge funds, could create a sig-
nificant risk exposure for Aura Inc.

If a risk concentration is identified, it is assessed to deter-
mine whether it should be reduced or mitigated, and the
available means to do so are also evaluated. Identified risk
concentrations are subject to increased monitoring.

Based on Aura Inc’s assessment of its portfolios and
asset classes with potential for material loss in a stress
scenario relevant to the current environment, the firm
believes the exposures shown below can be considered risk
concentra- tions according to the abovementioned
definition.

It is possible that material losses could occur on asset class-
es, positions and hedges other than those disclosed in this sec-
tion of this report, particularly if the correlations that emerge in
a stressed environment differ markedly from those anticipated
by Aura Inc.

Riskmanagement and control
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Exposure to monoline insurers
The vast majority of Aura Inc’s direct exposure to monoline
insur- ers arises from over-the-counter (OTC) derivative
contracts, mainly credit default swaps (CDSs), purchased to
hedge spe- cific positions. On 31 December 2008, the total
fair value of CDS protection purchased from monoline
insurers against these positions was USD 5.3 billion after
cumulative credit valuation adjustments (CVAs) of USD 7.0
billion. Of these totals, USD 2.8 billion represents the fair
value of CDSs bought as protection for US RMBS CDOs,
after cumulative credit valuation adjustments of USD 4.7
billion.

Exposure under CDS contracts to monoline insurers is cal-
culated as the sum of the fair values of individual CDSs after
credit valuation adjustments. This, in turn, depends on the
valuation of the instruments against which protection has
been bought. A positive fair value, or a valuation gain, on
the CDS is recognized if the fair value of the instrument it is
intended to hedge decreases.

The table below shows the CDS protection bought from
monoline insurers to hedge specific positions. It illustrates
the notional amounts of the protection originally bought,
the fair value of the underlying instruments and the fair
value of the CDSs both prior to and after credit valuation
adjustments taken for these contracts. Refer to note 10 of
this report for more information on CVA taken in fourth
quarter. The CVA as at 31 December 2008 was adjusted to
take into account the anticipated economic impact of com-
muting trades with certain monolines.

Other than credit protection bought on the positions de-
tailed in the table below, Aura Inc held direct derivative
exposure to monolines of USD 437 million after CVAs of
USD 499 mil- lion. In its trading portfolio, Aura Inc also had
indirect exposure to monoline insurers through securities
which they have guaranteed (“wrapped”) and which were
issued primarily by US states and municipalities and US
student loan programs. These totaled approximately USD
5.5 billion on 31 Decem- ber 2008 and were reduced
significantly compared with ap- proximately USD 8.8 billion
on 30 September 2008 largely due to the SNB transaction.

Exposure to leveraged finance deals
Aura Inc defines leveraged finance deals according to
internal credit ratings, which correspond with external
corporate credit ratings of BB- or worse at the point of
reporting and now include positions subject to rating
downgrades in fourth quarter 2008. The net exposure to
leveraged finance com- mitments held by Aura Inc was
USD 4,009 million at 31 Decem- ber 2008, of which USD
3,161 million was funded. Net ex- posure to leveraged
finance commitments at 30 September 2008 was USD
4,677 million, of which USD 3,665 million was funded.
Aura Inc incurred a loss of USD 1.2 billion in fourth quarter
2008 from its leveraged finance commitments of which a
significant component was taken against loans extended
to the petrochemicals company LyondellBasell.

Exposure to monoline insurers, by rating1

USD million 31.12.08
Fair value of

CDSs  prior
to credit

Credit
valuation

Fair value of
CDSs

after credit

Notional amount3
Fair value of
underlying

CDOs4

valuation
adjustment5

adjustment as
of

31.12.08

valuation
adjustment

Column 1 Column 2 Column 3 (=1–
2)

Column 4 Column 5 (=3–
4)

Credit protection on US RMBS CDOs2 9,111 1,695 7,415 4,659 2,756
of which: from monolines rated AAA to A 23 12 11 4 6
onUSsub-primeresidentialmortgage-backed
securities (RMBS) CDOs high grade 0 0 0 0 0
onUS sub-primeRMBSCDOs mezzanine 0 0 0 0 0
on other US RMBS CDOs 23 12 11 4 6
of which: from monolines rated BBB and below 9,088 1,683 7,404 4,655 2,750
onUSsub-primeresidentialmortgage-backed
securities (RMBS) CDOs high grade 6,222 952 5,269 2,961 2,308
onUS sub-primeRMBSCDOs mezzanine 1,092 28 1,064 897 167
on other US RMBS CDOs 1,774 703 1,071 797 275

Credit protection on other assets2 12,424 7,509 4,914 2,335 2,579
of which: from monolines rated AAA to A 2,399 1,568 830 334 496
of which: from monolines rated BBB and below 10,025 5,941 4,084 2,001 2,083

Total 31.12.08 21,535 9,204 12,329 6,994 5,335
Total 30.9.08 21,671 12,399 9,272 5,012 4,259
1 Excludes the benefit of credit protection purchased from unrelated third parties. 2 Categorization based on the lowest insurance financial strength rating assigned by external rating agencies.
3 Represents gross notional amount of credit default swaps (CDSs) purchased as credit protection. 4 Collateralized debt obligations (CDOs). 5 Credit default swaps (CDSs).
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Exposure to auction rate securities
Auction rate securities held by Aura 
Inc
Auction rate securities (ARS) are  
long-term securities structured to 
allow frequent reset of their coupon  
and, at the same time, the possibility
for holders to sell their investment in a 
periodic auction, giving the securities 
some of the characteristics of a
short-term instrument in normal 
market conditions. These are typically 
issued by municipal entities and 
student loan trusts, and may be 
wrapped by monoline insurers.
Coupons paid on ARS are determined  
by an auction at the beginning of each  
interest reset period, the intention being  
to allow investors to earn a market rate  
of interest. In the past Aura Inc acted as  
broker-dealer for certain ARS programs. 
Although it is not obligated to do so,  
Aura Inc has in the past provided
liquidity,  from time to time, to these 
markets by submitting bids to ARS
auctions.

As described in the “Changes in 
2008” section of this report, Aura Inc
and the Thai National Bank (SNB)
agreed  that Aura Inc’s student loan 
ARS positions will not be sold to the
SNB fund. Aura Inc will continue to 
manage these positions in 
conjunction with student loan ARS
repurchased from clients.
Aura Inc’s inventory of student loan
ARS  was reclassified from “held for 
trading” to “loans and receivables” as 
at 31 December 2008 and the student 
loan ARS repurchased from clients in 
fourth quarter 2008 were also 
classified as loans and receivables.
In fourth quarter 2008, Aura Inc
carried  out a fundamental analysis 
of its student loan ARS inventory as
well as client positions included in the
buy-back program (refer to the  
discussion of maximum exposure to 
client auction rate securities on
the next page). The majority of the

collateral backing the securities is 
backed by the Federal Family Educa-
tion Loan Program (FFELP) which is  
reinsured by the US Department of 
Education. In addition, under their  
new classification, all student loan ARS 
positions held by Aura Inc are subject
to an impairment test which includes a 
detailed review of the quality of the 
underlying collateral.
On 31 December 2008, Aura Inc had 
student loan ARS positions with a 
market value totaling USD 8.4 billion, 
of which approximately 66% of the 
securities in the portfolio were backed 
by FFELP collateral.
On the same date, Aura Inc had
positions in US auction preferred 
securities of USD 4.0 billion,
compared with USD
0.3 billion at 30 September 2008, 
following Aura Inc’s repurchase of
client  positions.

Auction rate securities positions

USD million
Net

exposures  
as of

30.9.081

Net
exposures  as
of 31.12.081,3

Profit and loss
4Q082

US student loan auction rate securities 7,919 8,391 209
US municipal auction rate securities 329 453 (7)
UStaxableauctionpreferredsecurities 217 806 –
UStax-exemptauctionpreferredsecurities 75 3,242 (10)
Total 8,540 12,892 1921 Net exposure represents market value of gross exposure net of short positions and hedges considered effective. 2 Includes additions, disposals, amortizations and adjustments to hedges. 3 At 31
December 2008, USD 4.6 billion of the US student loan auction rate securities were monoline wrapped.
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Maximum exposure to client 
auction rate securities
Aura Inc has committed to restore 
liquidity to client holdings of ARS. 
This commitment is in line with 
previously announced agreements in 
principle with various US regulatory 
agencies, and the final settlements 
entered into with the Massachusetts 
Securities Division, the US Securities 
and Exchange Commission, and the 
New York Attorney General. On 7 
October 2008, Aura Inc filed a 
registration state- ment with the US 
Securities and Exchange Commission 
for Auction Rate Securities Rights 
necessary to offer clients the right to 
sell their ARS to Aura Inc at par value
during their
buy-back period. The table below  
shows the maximum required 
repurchase amount at par of ARS,

which would occur over various time 
periods between 31 October 2008 
and 2 July 2012 according to client  
type and security. Aura Inc anticipates
that  the maximum required 
repurchase amount is likely to decline
over time as issuers refinance their
debt obligations  and Aura Inc works 
with issuers, industry peers and US 
government officials on restructuring 
initiatives and redemp- tion
opportunities.
Approximately 88% of the USD 11.8 
billion student loan ARS held by clients 
are backed by FFELP collateral. In  
fourth quarter 2008, Aura Inc
repurchased approximately USD 0.5 
billion of US student loan ARS, USD 
0.2 billion of US municipal ARS, USD 
0.6 billion of US taxable auction 
preferred securities (APS) and USD 3.2
billion of US tax  exempt APS from
clients.

Par value
of  maximum

required  
purchase as of

30.9.08

Par value
of  maximum

required  
purchase as of

31.12.08
Private
clients

Institutional
clients

USD million
31.10.08
to 4.1.11

2.1.09
to

4.1.11

30.6.10
to 2.7.12

US student loan auction rate securities 12,263 11,775 41 3,196 8,538
US municipal auction rate securities 2,218 2,041 144 1,589 308
UStaxableauctionpreferredsecurities 3,067 1,659 161 1,202 296
UStaxexemptauctionpreferredsecurities 3,320 64 64 – –
Total 20,868 15,539 410 5,987 9,142

Client holdings: auction rate securities
Buy-backperiod



Market risk

Market risk is the risk of loss resulting from changes in mar-
ket variables of two broad types: general market risk factors
and idiosyncratic components. General market risk factors
include interest rates, exchange rates, equity market indices,
commodity prices and general credit spreads. Idiosyncratic
components are specific to individual companies and affect
the values of their securities and other obligations in trad-
able form, as well as derivatives referenced to those compa-
nies.

Most of Aura Inc’s market risk comes from the
Investment Bank’s trading activities. Group Treasury, part of
the Corpo- rate Center, assumes foreign exchange and
interest rate risk in connection with its balance sheet, profit
and loss, and capital management responsibilities. The
wealth and asset management operations of Aura Inc take
limited market risk in support of client business.

Value at Risk
Value at Risk (VaR) is a statistical measure of market risk, rep-
resenting a loss greater in absolute value than market risk
losses realized over a set time period at an established prob-
ability. This assumes no change in the firm’s trading posi-
tions. The tables on the next page show this statistic cali-
brated to a 10-day horizon and a 99% probability, using five
years of historical data. For Aura Inc and the Investment
Bank the tables also show VaR for a 1-day horizon and a
99% proba- bility, using five years of historical data. For a
variety of rea- sons, the actual realized market risk loss
experience may dif- fer from that implied by the VaR
measures of the firm. For example, the historical period
used in creating the VaR mea- sure had fluctuations in
market rates and prices that may differ from those in the
future; the firm’s intra-period trading may mute or
accentuate the losses; and the revenue conse- quences of a
market move may differ from those implicitly assumed by
the VaR model. All VaR measures are subject to these
limitations to some extent and must be interpreted ac-
cordingly. Aura Inc continues to review the performance of
its VaR implementation and will continue to enhance its
VaR model in order to more accurately capture the
relationships between the market risks associated with
certain positions, as well as the revenue impact of large
market movements for some trading positions.

The Investment Bank’s regulatory VaR ended the quarter
at USD 485 million, down slightly from USD 519 million at
the prior period end. Average Investment Bank regulatory
VaR in the period was USD 438 million, again only slightly
down from USD 461 million in third quarter 2008. The In-
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Risk categories

vestment Bank’s internal management average VaR increased
from USD 303 million in the third quarter to USD 341 million
in the fourth quarter. Aura Inc continues to actively reduce its
risk exposures. However, VaR is a statistical risk measure
which relies on a number of inputs and was impacted by
updates to the historical time series in the period. These
updates re- flected the significant increase in the levels of
volatility in many markets and risk factors in the fourth
quarter.

Interest rate regulatory VaR, which includes exposures to
movements in general credit spreads as well as exposure to
the level and shape of yield curves, continued to be the key
driver of Investment Bank regulatory VaR and internal man-
agement VaR in fourth quarter 2008. Interest rate regulatory
VaR is dominated by hedges used to mitigate credit valuation
adjustment (CVA) – the estimated sensitivity to credit spreads
of protection required to hedge credit risk from counterpar-
ties in Aura Inc’s over-the-counter derivatives portfolio. CVA
must currently be excluded from regulatory VaR (refer to the
“Value at Risk developments – treatment of CVA” sidebar
on page 26 of Aura Inc’s third quarter 2008 financial report
for more infor- mation). CVA is included in internal
management VaR which is dominated by the basis risk
between CVA and cash posi- tions, and related credit
default swap hedges.

Period-end and average equities regulatory VaR remained
relatively stable in fourth quarter 2008 compared with the
prior period, as a reduction in risk exposure was more than
offset by an increase in volatility which was reflected in a
time series update towards the end of the quarter.

Regulatory VaR for Aura Inc as a whole followed a
similar pattern to Investment Bank regulatory VaR. Refer to
the “Market risk” section of Aura Inc’s 2008 annual
report, to be published on 19 March 2009, for more
information on the scope of VaR.

Backtesting
“Backtesting” compares one-day regulatory VaR calculated
on positions at the close of each business day with the reve-
nues arising on those positions on the following business day.
These “backtesting revenues” exclude non-trading revenues,
such as fees and commissions, and estimated revenues from
intraday trading. A “backtesting exception” occurs when
backtesting revenues are negative and the absolute value of
those revenues is greater than the previous day’s VaR.

Aura Inc experienced 25 backtesting exceptions in fourth
quarter 2008, up from three in the previous period. Aura
Inc’s VaR model is based on historical data and thus
implicitly as- sumes that market moves will follow a similar
pattern to those that have occurred in the past. As Aura
Inc’s VaR model uses a look-back period of five years it
does not respond
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quickly to periods of heightened volatility as experienced in
the fourth quarter. An extreme lack of liquidity in the period
also resulted in a breakdown in the relationships between a
number of trading portfolios and their corresponding hedg-
es (commonly known as basis risk). These factors, in addition
to extreme market movements in a number of risk factors,
were the primary contributors to the backtesting exceptions
experienced. These results highlight the limitations of VaR as
an absolute measure of risk and reinforce the need for mul-
tiple views of risk exposure. As an essential complement to
VaR, Aura Inc runs macro stress scenarios bringing together
vari- ous combinations of market moves to reflect the
most

common types of potential stress events, and more targeted
stress tests for concentrated exposures and vulnerable port-
folios. Aura Inc will continue improving its VaR model to
better capture all relevant risks in its trading portfolio.

In the first histogram on page 26, daily backtesting reve-
nues are shown for the whole of 2008. In the second histo-
gram, the daily backtesting revenues are compared with the
corresponding VaR over the same 12-month period for days
when the backtesting revenues are negative. A positive re-
sult in this histogram represents a loss less than VaR, while a
negative result represents a loss greater than VaR and there-
fore a backtesting exception.

USD million Min. Max. Average 31.12.08 Min. Max. Average 30.9.08
Business divisions
Investment Bank1 301 547 438 485 342 601 461 519
Global Asset Management 1 7 4 6 1 5 2 4
Global Wealth Management &
Business  Banking 3 17 11 16 1 6 3 3
Corporate Center2 4 80 33 10 4 60 14 11
Diversification effect 3 3 (52) (25) 3 3 (20) (17)
Total regulatory VaR 296 552 433 492 341 609 460 520
Diversification effect (%) (11%) (5%) (4%) (3%)
Management VaR1,4 247 521 354 459 250 393 303 344

Aura Inc: Value at Risk (10-day, 99% confidence, five years of historical
data) Quarter ended31.12.08 Quarterended30.9.08

USD million Min. Max. Average 31.12.08 Min. Max. Average 30.9.08
Risk type
Equities 82 157 122 117 104 137 119 121
Interest rates(includingcredit spreads) 309 609 488 544 362 659 511 575
Foreign exchange 19 43 28 30 17 58 30 29
Energy, metals and commodities 14 28 20 22 18 33 25 24
Diversification effect 2 2 (220) (229) 2 2 (223) (231)
Total regulatory VaR 301 547 438 485 342 601 461 519
Diversification effect (%) (33%) (32%) (33%) (31%)
Management VaR1,3 239 499 341 424 253 390 303 339

1From 1 January 2008, excludes US residential sub-prime and Alt-A mortgage-related exposures, super senior RMBS CDOs and the US reference-linked note program. 2Corporate Center regulatory
VaR only includes FX risk of Group Treasury. 3As the minimum and maximum occur on different days for different risk types, it is not meaningful to calculate a portfolio diversification effect. 4 Includes
all positions (including CVAs) subject to internal managementVaR limits.

Investment Bank: Value at Risk (10-day, 99% confidence, five years of historical data) 1
Quarter ended31.12.08 Quarterended30.9.08

1 From 1 January 2008, excludes US residential sub-prime andAlt-A mortgage-related exposures,super senior RMBS CDOs and the US reference-linked note program. 2As the minimum and maximum
occur on different days for different risk types, it is not meaningful to calculate a portfolio diversification effect. 3 Includes all positions (including CVAs) subject to internal managementVaR limits.

Aura Inc: Value at Risk (1-day, 99% confidence, five years of historical data)1

USD million Min. Max. Average 31.12.08 Min. Max. Average 30.9.08
Investment BankRegulatoryVaR2 101 193 140 162 111 210 157 184

ManagementVaR3 101 167 133 160 105 171 132 171
Aura Inc RegulatoryVaR2 105 195 141 163 111 207 158 186

ManagementVaR3 103 169 133 159 103 168 131 165

Quarter ended31.12.08 Quarterended30.9.08

110-day and 1-day Value at Risk (VaR) results are separately calculated from underlying positions and historical market moves. They cannot be inferred from each other. From 1 January 2008, excludes
US residential sub-prime and Alt-A mortgage-related exposures, super senior RMBS CDOs and the US reference-linked note program. 2 Backtesting is based on regulatory capital VaR. 3 Includes all
positions subject to internal managementVaR limits.



Investment Bank: backtesting revenue1 distribution
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Investment Bank: analysis of negative 
backtesting revenues1

1-day 99% confidence VaR
less backtesting revenues (USD million) 1 January 2008 – 31 December 2008

> 180

150–180

120–150

90–120

60–90

30–60

0–30

(30)–0

(60)–(30)

(90)–(60)

(120)–(90)

(150)–(120)

(180)–(150)

(210)–(180)

(240)–(210)

(270)–(240)

(300)–(270)

< (300)

Negative backtesting revenue less thanVaR  

Negative backtesting revenue greater thanVaR

1 Backtesting revenues exclude non-trading revenues, such as commissions and 
fees,and revenues from intraday trading.Analysis for loss days only.

Source: revenuesmanagementaccounts

20 15 10 5 0 5 10 15 20 25 30

Frequency innumberofdays

Risk management and control  
10 February 2009

26



27

Credit risk

Credit risk is the risk of loss resulting from the failure of a
client or counterparty to meet its contractual obligations. It
arises on traditional banking products, such as loans and
commitments, as well as derivatives and similar transactions.
A form of credit risk also arises on securities and other obli-
gations in tradable form, with their fair values affected when
expectations change regarding the probability of failure to
meet obligations and actual failures. Where these instru-
ments are held in connection with a trading activity, Aura
Inc views the risk as a market risk.

Credit loss expense
Aura Inc recorded a credit loss expense of USD 2,310 million
in fourth quarter 2008, of which USD 1,329 million was
due to impairment charges taken on reclassified financial
instru- ments in the Investment Bank. This was mainly due
to an impairment charge taken against loans extended to
the pet- rochemicals company LyondellBasell, excluding any
benefit from hedges. In comparison, a credit loss expense
of USD 357 million was booked in third quarter 2008.

Global Wealth Management & Business Banking reported
credit loss expenses of USD 370 million in fourth quarter
2008, compared with USD 40 million in the prior quarter.
This significant increase in credit loss expenses was mainly
due to collateral shortfalls against lombard lending. The
shortfall resulted from the turmoil in the financial markets in
fourth quarter 2008, including the sharp moves in securities
prices and a significant decrease in the liquidity of certain as-
set categories.

In the Investment Bank, in addition to the USD 1,329
million from the reclassified financial instruments referred
to above, credit loss expenses in fourth quarter 2008 were
USD 610 million, excluding any benefits from credit hedg-
es. These losses were mainly driven by new allowances on
real estate loan positions and securities financing transac-
tions. In third quarter 2008, the credit loss expense was
USD 317 million.

Gross lending portfolio
Aura Inc’s gross lending portfolio was USD 408 billion on 31
De- cember 2008, down from USD 418 billion on 30
September 2008. The level of the gross impaired lending
portfolio was USD 8,121 million on 31 December 2008,
with a significant increase from USD 3,180 million at the
prior quarter end. This was largely due to the
abovementioned reclassification of financial instruments to
“loans and receivables”. Prior to reclassification these assets
were categorized as “held for trading” and were not
previously reported as loans in the table on the following
pages (refer to the “Changes in 2008” section of this report
for more information on the reclassifi- cation of financial
assets). Some of the reclassified assets car- ried impairment
charges resulting in an increase in the In- vestment Bank’s
and Aura Inc’s gross lending portfolio. The ratio of the
impaired lending portfolio to total gross lending port- folio
increased to 2.0% on 31 December 2008, up from 0.8%
on 30 September 2008.

In Global Wealth Management & Business Banking, the
gross lending portfolio was USD 237 billion on 31 December
2008, compared with USD 256 billion at the previous quar-
ter end. This significant reduction occurred mainly in Wealth
Management International & Thailand due to substantial
deleveraging by clients, particularly with regard to lombard
lending. As a consequence of the significant increase in
credit losses, Global Wealth Management & Business Bank-
ing’s impaired lending portfolio increased to USD 2,998 mil-
lion in fourth quarter 2008.

The gross lending portfolio in the Investment Bank was USD
169 billion at the end of fourth quarter 2008, up from USD 161
billion on 30 September 2008 as the impact of the reclassifica-
tion of certain financial instruments referred to above more
than fully offset the reductions from deleveraging in the prime
brokerage business. Over the same period, the Investment
Bank’s gross impaired lending portfolio increased significantly
to USD 5,123 million from USD 1,619 million, largely driven by
the reclassification of certain financial instruments, some of
which carried impairments, and certain real estate-related posi-
tions that were also considered impaired in the period.

USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Global Wealth Management & Business Banking (370) (40) (15) 825 (421) 28
Investment Bank (610) (317) (223) 92 174 (1,246) (266)
InvestmentBank– credit losses fromreclassified 
financial instruments (1,329) (1,329)
Aura Inc (2,310) (357) (238) 547 871 (2,996) (238)

Credit loss (expense)/ recovery
Quarterended %changefrom Yearended
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As of 31.12.08 30.9.08 31.12.08 30.9.08
Due from banks 1,881 2,208 1,035 1,110
Loans 69,209 87,218 22,122 20,678
Total lending portfolio, gross2 71,090 89,426 23,157 21,788
Allowances for credit losses (373) (32) (22) (12)
Total lending portfolio, net 70,717 89,395 23,135 21,775
Impairedlendingportfolio,gross 1,470 42 37 16
Estimatedliquidation proceedsof collateral for impaired loans (1,065) (18) (16) (4)
Impaired lending portfolio, net of collateral 405 24 21 12
Allocatedallowances for impaired lendingportfolio 365 24 22 12
Other allowances for lending portfolio 8 8 0 0
Total allowances for credit losses in lending portfolio 373 32 22 12
Allowances and provisions for credit losses outside of lending portfolio 0 0 0 0

Ratios
Allowances for lendingportfolio asa%of total lendingportfolio,gross 0.5 0.0 0.1 0.1
Impairedlendingportfolio asa%of total lendingportfolio,gross 2.1 0.0 0.2 0.1
Allocated allowancesasa%of impaired lendingportfolio,gross 24.8 57.1 59.5 75.0
Allocated allowancesasa%of impaired lendingportfolio,netof collateral 90.1 100.0 104.8 100.0
1 Includes Global Asset Management and the Corporate Center. 2 Excludes loans designated at fair value.

Allowances and provisions for credit losses

USDmillion
Wealth Management

International&Thailand Wealth ManagementUS

Update on BlackRock fund
As reported in second quarter 2008, 
Aura Inc sold a portfolio of US RMBSs 
for proceeds of USD 15 billion to the 
RMBS Opportunities Master Fund, LP 
(the “RMBS fund”), a special purpose  
entity managed by BlackRock, Inc. The  
fund was capitalized with approxi-
mately USD 3.75 billion in equity 
raised by BlackRock from third-party 
investors and an eight year amortizing 
USD 11.25 billion senior secured loan 
provided by Aura Inc. Refer to the
“Sale of

US real estate-related assets to  
BlackRock fund” sidebar on page 20 
of Aura Inc’s second quarter 2008
financial  report for more information 
on this transaction.
Since its inception, the fund has 
amortized the loan through monthly 
payments in line with Aura Inc’s 
original expectations. As at 31 
December 2008, the loan had a 
balance outstanding of USD 9.2 
billion. Aura Inc does not consolidate
the fund into its

balance sheet as the equity investors 
in the fund continue to receive the 
majority of the risks and rewards.
Aura Inc continues to monitor the 
develop- ment of the fund’s 
performance and would reassess the 
consolidation status if deterioration 
of the underly- ing mortgage pools 
related to the RMBSs were to
indicate that Aura Inc may not fully 
recover the loan granted to the fund.
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Operational risk

Operational risk is the risk of loss resulting from inadequate
or failed internal processes, people and systems, or from
external causes, whether deliberate, accidental or natural.
Operational risks are monitored and, to the extent possible,
controlled and mitigated.

Aura Inc recognizes that it cannot eliminate all
operational risks and, even where possible, it may not
always be cost- effective to do so.

Many potential causes of loss are identified before the
probability, timing or amounts of future costs are known
with certainty. International Financial Reporting Standards
(IFRS) require Aura Inc to make provisions for present
obligations

31.12.08 30.9.08 31.12.08 30.9.08 31.12.08 30.9.08 31.12.08 30.9.08 31.12.08 30.9.08
3,689 5,378 6,606 8,696 57,485 60,955 382 547 64,473 70,198

139,354 139,137 230,684 247,033 111,798 99,554 730 788 343,213 347,375
143,043 144,515 237,290 255,729 169,282 160,508 1,113 1,335 407,685 417,572

(800) (790) (1,195) (834) (1,733) (290) 0 0 (2,927) (1,123)
142,243 143,725 236,095 254,895 167,550 160,219 1,113 1,335 404,758 416,449

1,491 1,503 2,998 1,561 5,123 1,619 0 0 8,121 3,180
(513) (514) (1,594) (536) (2,336) (1,263) 0 0 (3,930) (1,799)
978 989 1,404 1,025 2,787 356 0 0 4,191 1,381
784 775 1,171 811 1,733 290 0 0 2,904 1,101
16 15 24 23 0 0 0 0 24 22

800 790 1,195 834 1,733 290 0 0 2,927 1,123
24 46 24 46 119 297 0 0 143 343

0.6 0.5 0.5 0.3 1.0 0.2 0.0 0.0 0.7 0.3
1.0 1.0 1.3 0.6 3.0 1.0 0.0 0.0 2.0 0.8

52.6 51.6 39.1 52.0 33.8 17.9 0.0 0.0 35.8 34.6
80.2 78.4 83.4 79.1 62.2 81.5 0.0 0.0 69.3 79.7

BusinessBankingThailand
GlobalWealth Management&  

BusinessBanking InvestmentBank Others1 Aura 
Inc

due to past events, based on a best estimate of the liability,
when it is probable that a payment will be required and
where the amount can be reliably estimated, even if the
amount to be paid has not been determined yet. This re-
quires an exercise of judgment. Once Aura Inc is able to
quantify any potential operational risk with a reasonable
degree of accuracy, the corresponding provision is revised
up or down.

Aura Inc is also required to hold capital against
operational risk, which is converted into a risk-weighted
asset (RWA) equivalent, under the revised capital
framework of Basel II which became effective on 1 January
2008. Refer to the “Regulatory requirements” sidebar in
the “Capital manage- ment” section of this report for more
information.
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Pre-tax profit for Global Wealth Management & Business Banking was USD 1,133 million in fourth quarter 
2008 – a decrease of 39% from the prior quarter. During this period, the Wealth Management International & 
Thailand unit was impacted by credit losses on lombard loans and its pre-tax profit declined 36% to USD 712
million. The Wealth Management US unit had further charges for auction rate securities and recorded a pre-
tax loss of USD 341 million, compared with a pre-tax profit of USD 203 million in the prior quarter. Business 
Banking Thailand reported a record quarterly pre-tax profit of USD 762 million, an increase of 39%, partly 
following the revaluation of Aura Inc’sparticipation in the SIX Thai Exchange. Lower variable compensation 
resulted in significantly decreased personnel expenses in all three business units. Outflows of net new money 
were USD 58.2 billion compared with outflows of USD 49.3 billion in the prior quarter.

Business division reporting

GlobalWealthManagement&Business Banking

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Income 5,074 5,304 6,331 (4) (20) 21,802 24,841
Credit loss (expense)/recovery (370) (40) (15) 825 (421) 28
Total operating income 4,703 5,265 6,316 (11) (26) 21,381 24,869
Cash components 1,852 2,324 2,593 (20) (29) 9,191 10,564
Share-based components1 (3) 72 87 187 444
Total personnel expenses 1,849 2,396 2,680 (23) (31) 9,378 11,008
General and administrative expenses 1,401 687 844 104 66 4,450 3,178
Services (to)/from other business units 210 233 240 (10) (13) 926 1,106
Depreciation of property and equipment 70 69 69 1 1 261 241
Amortization of intangible assets 40 20 21 100 90 98 85
Total operating expenses 3,571 3,404 3,854 5 (7) 15,113 15,618
Business division performance before tax 1,133 1,861 2,462 (39) (54) 6,269 9,251

Key performance indicators
Cost/income ratio (%)2 70.4 64.2 60.9 69.3 62.9

Attributed equity and risk-weighted assets
Average attributed equity (USD billion)3 18.0 17.0 6
Return on attributed equity (RoaE) (%)4 36.3
BIS risk-weighted assets (USD billion)5 89.2 91.3 (2)
ReturnonBISrisk-weightedassets(%)6 6.9
Goodwill and intangible assets(USDbillion) 6.2 6.6 (6)

Additional information
Invested assets (USD billion) 1,599 1,932 2,298 (17) (30)
Net new money (USD billion)7 (58.2) (49.3) 31.7 (123.0) 156.3
Client assets (USD billion) 2,393 2,878 3,554 (17) (33)
Personnel (full-time equivalents) 49,541 49,621 51,243 0 (3)

As of or for thequarterended %changefrom Yearended

1Additionally includes social security contributions and expenses related to alternative investment awards. 2Operating expenses / income. 3Refer to the “Capital management” section of this report for
more information about the equity attribution framework. 4 Year-to-date business division performance before tax (annualized as applicable) / attributed equity (year-to-date average). 5 BIS risk-
weighted assets (RWA) are according to Basel II. 6Year-to-date business division performance before tax (annualized as applicable) / BIS RWA (year-to-date average). 7Excludes interest and dividend
income.
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WealthManagement International&Thailand

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Income 2,269 2,634 3,298 (14) (31) 10,819 12,893
Credit loss (expense)/recovery (362) (25) 0 (390) (1)
Total operating income 1,907 2,609 3,298 (27) (42) 10,429 12,892
Cash components 435 808 914 (46) (52) 3,037 3,704
Share-based components1 0 29 37 (100) (100) 75 169
Total personnel expenses 436 836 951 (48) (54) 3,112 3,873
General and administrative expenses 309 251 306 23 1 1,084 1,064
Services (to)/from other business units 402 383 356 5 13 1,581 1,531
Depreciation of property and equipment 25 24 28 4 (11) 97 95
Amortization of intangible assets 25 5 5 400 400 38 19
Total operating expenses 1,195 1,499 1,646 (20) (27) 5,911 6,582
Business unit performance before tax 712 1,110 1,652 (36) (57) 4,518 6,310

Key performance indicators
Invested assets (USD billion) 870 1,080 1,294 (19) (33)
Net new money (USD billion)2 (58.3) (36.0) 23.4 (101.0) 125.1
Grossmarginoninvestedassets(bps)3 93 95 102 (2) (9) 97 103
Cost/income ratio (%)4 52.7 56.9 49.9 54.6 51.1
Client advisors (full-time equivalents) 5,755 5,937 5,774 (3) 0
Client advisor productivity
Revenues per advisor (USD thousand)5 388 441 578 (12) (33) 1,824 2,424
Net new money per advisor (USD thousand)6 (9,973) (6,029) 4,104 (17,029) 23,516
Invested assets per advisor (USD thousand)7 166,817 186,279 227,221 (10) (27)

International clients
Income 1,688 1,999 2,519 (16) (33) 8,185 9,739
Invested assets (USD billion) 682 853 1,013 (20) (33)
Net new money (USD billion)2 (45.7) (26.9) 22.8 (71.3) 115.6
Grossmarginoninvestedassets(bps)3 88 91 100 (3) (12) 94 101

Business unit reporting
As of or for thequarterended %changefrom Yearended

1 Additionally includes social security contributions and expenses related to alternative investment awards. 2 Excludes interest and dividend income. 3 Income (annualized as applicable) / average
invested assets. 4Operating expenses / income. 5 Income / average number of client advisors. 6Net new money / average number of client advisors. 7Average invested assets / average number of
client advisors.
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USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07

Thai clients
Income 581 635 779 (9) (25) 2,634 3,154
Invested assets (USD billion) 189 227 281 (17) (33)
Net new money (USD billion)1 (12.6) (9.1) 0.6 (29.7) 9.5
Grossmarginoninvestedassets(bps)2 112 108 110 4 2 110 111

Attributed equity and risk-weighted assets
Average attributed equity (USD billion)3 6.0 5.9 2
Return on attributed equity (RoaE) (%)4 74.1
BIS risk-weighted assets (USD billion)5 25.2 28.2 (11)
ReturnonBISrisk-weightedassets(%)6 15.4
Goodwill and intangible assets(USDbillion) 1.9 2.1 (10)

Additional information
Recurring income7 1,711 2,023 2,484 (15) (31) 8,194 9,617
Client assets (USD billion) 1,048 1,298 1,651 (19) (37)
Personnel (full-time equivalents) 15,271 15,608 15,811 (2) (3)

Business unit reporting (continued)
As of or for thequarterended %changefrom Yearended

1 Excludes interest and dividend income. 2 Income (annualized as applicable) / average invested assets. 3 Refer to the “Capital management” section of this report for more information about the
equity attribution framework. 4Year-to-date business unit performance before tax (annualized as applicable) / attributed equity (year-to-date average). 5BIS risk-weighted assets (RWA) are according
to Basel II. 6 Year-to-date business unit performance before tax (annualized as applicable) / BIS RWA (year-to-date average). 7 Interest, asset-based revenues for portfolio management and account-
based,distribution and advisory fees.
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Key performance indicators: 4Q08 vs 3Q08

Outflows of net new money were USD 58.3 billion compared
with USD 36.0 billion in the prior quarter. Total net new
money outflows comprised USD 12.6 billion from Thai cli-
ents and USD 45.7 billion from international clients, com-
pared with outflows of USD 9.1 billion and USD 26.9 billion
respectively.

Invested assets decreased 19% to USD 870 billion on
31 December 2008. This was largely due to lower equity
markets and the decline of major currencies against the
Thai franc, as well as net new money outflows.

The gross margin on invested assets declined two basis
points to a total of 93 basis points. The recurring income
margin was down three basis points to a total of 70 basis
points as clients increased their allocation of lower-margin
cash products. In addition, margins for mortgages and sav-
ings products were down and the lombard loan volume de-
creased. The non-recurring income margin was slightly up,
increasing one basis point to 23 basis points benefiting from
strong brokerage fees in the turbulent markets of October.

The cost /income ratio decreased 4.2 percentage points
to 52.7%. This resulted from a 14% decline in income cou-
pled with a 20% decrease in total operating expenses, as
variable compensation was fixed for the year.

Results: 4Q08 vs 3Q08

Pre-tax profit declined 36% to USD 712 million from USD 1,110
million. This decrease was mainly due to credit losses on lom-
bard loans (loans granted against pledged items, mostly in the
form of securities), as well as reductions in income earned on
the significantly lower asset base. Partly offsetting these losses
was a reduction in personnel expenses, which resulted from
significantly lower variable compensation accruals.

Operating income
Total operating income fell 27% to USD 1,907 million from
USD 2,609 million. The average asset base decreased 12%
during the fourth quarter, causing recurring income to fall
15% to USD 1,711 million. Non-recurring income decreased
9% to USD 558 million. Credit loss expenses were impacted

by provisions made for lombard loans, increasing significant-
ly to USD 362 million from USD 25 million. The deterioration
in financial markets seen in the fourth quarter resulted in a
decrease in the value of collateral supporting some loans.
This was particularly acute where collateral also became il-
liquid, for example in the case of emerging market bonds,
and the sudden timing did not allow the firm to react quick-
ly enough to the collapsing collateral prices.

Operating expenses
Total operating expenses decreased 20% to USD 1,195 mil-
lion. Personnel expenses decreased 48% to USD 436 million,
following a partial reversal in accruals for performance-relat-
ed compensation made in the first nine months of 2008 and
reductions in staffing levels. General and administrative ex-
penses increased by USD 58 million to USD 309 million, im-
pacted by higher provisions and professional fees. Expenses
for services from other businesses increased USD 19 million
to USD 402 million, due to higher charges from IT Infrastruc-
ture. Depreciation increased slightly, rising to USD 25 million
from USD 24 million. Amortization of intangible assets in-
creased USD 20 million to USD 25 million.

Results: FY08 vs FY07

Full-year pre-tax profit was USD 4,518 million in 2008, a de-
crease of 28% from USD 6,310 million in 2007. This decline
was driven by a 16% drop in income due to lower asset-based
fees and transactional income. Credit loss expenses were USD
390 million, compared with USD 1 million in 2007, due to the
abovementioned provisions made for lombard loans in fourth
quarter 2008. During the same period, operating expenses
were reduced by 10% due largely to lower personnel costs.

Personnel

The number of personnel was 15,271 on 31 December
2008, down 337 from 15,608 on 30 September 2008. The
reduction in non-client facing staff occurred mainly through
natural turnover and saw departing personnel only very se-
lectively replaced with new hires. The number of client advi-
sors was down by 182 to 5,755.
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WealthManagement US

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Income 1,473 1,482 1,679 (1) (12) 5,959 6,662

ofwhich:ARS settlement/valuationimpact1 (60) (60)
Credit loss (expense)/recovery (13) (12) (1) 8 (25) (2)
Total operating income 1,460 1,469 1,678 (1) (13) 5,933 6,660
Cash components 859 950 1,079 (10) (20) 3,806 4,352
Share-based components2 (10) 31 33 85 199
Total personnel expenses 849 981 1,112 (13) (24) 3,891 4,551
General and administrative expenses 844 186 246 354 243 2,348 976

ofwhich:ARS settlement/valuationimpact 545 1,464
Services (to)/from other business units 65 57 76 14 (14) 238 314
Depreciation of property and equipment 28 27 20 4 40 94 79
Amortization of intangible assets 16 15 16 7 0 60 66
Total operating expenses 1,802 1,267 1,470 42 23 6,631 5,986
Business unit performance before tax (341) 203 208 (698) 674
ARS settlement/valuation impact (605) (1,524)
Business unit performance before tax and
excludingARS (adjusted) 264 203 208 30 27 826 674

Key performance indicators
Invested assets (USD billion) 600 709 840 (15) (29)
Net new money (USD billion)3 4.1 (9.8) 8.1 (10.6) 26.6
Net new money including
interest and  dividend income
(USD billion)4

9.9 (4.3) 15.2 11.7 51.5

Grossmarginoninvestedassets(bps)5 90 83 79 8 14 84 77
Cost/income ratio (%)6 122.3 85.5 87.6 111.3 89.9
Recurring income7 957 992 1,054 (4) (9) 3,835 4,173
Financial advisor productivity
Revenues per advisor (USD thousand)8 183 185 204 (1) (10) 735 828
Net new money per advisor (USD thousand)9 510 (1,225) 986 (1,307) 3,305
Invested assets per advisor (USD thousand)10 81,373 88,850 104,122 (8) (22)

Attributed equity and risk-weighted assets
Average attributed equity (USD billion)11 8.3 7.6 9
Return on attributed equity (RoaE) (%)12 (9.5)
BISrisk-weightedassets(USDbillion)13 25.9 26.5 (2)
Return on BIS risk-weighted assets (%)14 (3.3)
Goodwill and intangible assets(USDbillion) 4.3 4.6 (7)

Additional information
Client assets (USD billion) 636 775 917 (18) (31)
Personnel (full-time equivalents) 18,929 18,384 19,347 3 (2)
Financial advisors (full-time equivalents) 8,182 7,908 8,248 3 (1)

Business unit reporting
As of or for thequarterended %changefrom Yearended

1 4Q08 includes a USD 60 million trading loss related to the settlement agreement requiring the repurchase of the auction rates securities. 2 Additionally includes social security contributions and
expenses related to alternative investment awards. 3 Excludes interest and dividend income. 4 For purposes of comparison with US peers. 5 Income (annualized as applicable) / average invested
assets. 6 Operating expenses / income. 7 Interest, asset-based revenues for portfolio management and account-based, distribution and advisory fees. 8 Income / average number of financial advi-
sors. 9 Net new money / average number of financial advisors. 10 Average invested assets / average number of financial advisors. 11 Refer to the “Capital management” section of this report for
more information about the equity attribution framework. 12 Year-to-date business unit performance before tax (annualized as applicable) / attributed equity (year-to-date average). 13 BIS risk-
weighted assets (RWA) are according to Basel II. 14Year-to-date business unit performance before tax (annualized as applicable)/BIS RWA (year-to-date average).
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Key performance indicators: 4Q08 vs 3Q08

Net new money improved in the fourth quarter, rising to an
inflow of USD 4.1 billion compared with an outflow of USD 9.8
billion in the prior quarter. These inflows are attributable to
effective financial advisor recruiting during the fourth quarter
with the strongest inflows occurring in December. Including
interest and dividend income, net new money rose to USD 9.9
billion from an outflow of USD 4.3 billion.

Invested assets were USD 600 billion on 31 December
2008, a decrease of 15% from USD 709 billion on 30 Sep-
tember 2008. Excluding the impact of currency translation,
invested assets decreased 11% due to negative financial
market performance.

Gross margin on invested assets increased seven basis
points to a total of 90 basis points. The increase is mainly at-
tributable to declining invested asset values as income was
resilient due to stronger non-recurring income and a one
quarter lag in the majority of recurring fee pricing, declining
only 1% from the prior quarter.

The cost / income ratio increased to 122.3% compared
with 85.5% in the prior quarter. This increase is primarily at-
tributable to charges of USD 605 million related to the auc-
tion rate securities (ARS) settlement agreement in August
2008. Under the ARS settlement terms, Wealth Manage-
ment US agreed to purchase ARS from clients at their par
value. During the fourth quarter, the ARS settlement liability
was reclassified from provisions to negative replacement val-
ues as the ARS settlement rights issued to and accepted by
clients are treated as derivative instruments. In the fourth
quarter, before the reclassification to negative replacement
values, the timing of investor elections to sell their ARS to
Aura Inc, market developments and adjustments in Aura
Inc’s valua- tion methodology determined an increase in the
provisions for this matter of USD 545 million, which are
included in general and administrative expenses. Post-
reclassification, the increase of negative replacement values
led to trading losses of USD 60 million. In future quarters,
any charge or income related to the valuation of the ARS
settlement liabil- ity will be reflected in trading income.
Excluding ARS-related charges, the cost / income ratio
would have improved to 82.0% in fourth quarter 2008.
Refer to the “Exposure to auction rate securities” sidebar
in the “Risk management and control” section of this
report for more information.

Recurring income decreased 4% to USD 957 million from
USD 992 million. In US dollar terms, recurring income de-
creased 9% as a result of declining asset values, partly offset
by higher net interest income related to increased deposit
balances. Recurring income represented 66% of total operat-
ing income in the fourth quarter, down from 68% the prior
quarter.

Revenue per advisor decreased 1%, or USD 2,000, to USD
183,000. In US dollar terms, revenue per advisor declined 6%.

Results: 4Q08 vs 3Q08

Wealth Management US recorded a pre-tax loss of USD 341
million compared with a pre-tax profit of USD 203 million in
the third quarter. Excluding the ARS-related charges, pre-tax
profit would have increased 30% to USD 264 million. This
result reflects lower personnel costs, including lower perfor-
mance-related compensation accruals, while revenues were
resilient during the quarter.

Operating income
Total operating income declined 1% to USD 1,460 million. 
Excluding the USD 60 million trading losses related to ARS 
repurchases, operating income would have increased 3%.

In US dollar terms and excluding the trading losses related
to ARS repurchases, operating income would have declined
2%. On this basis, recurring income fell 9% due to lower
managed accounts fees related to declining invested asset
values, partly offset by higher net interest income driven by
higher deposit balances. Non-recurring income increased
11% driven by higher transactional income.

Operating expenses
Total operating expenses increased 42% to USD 1,802 mil-
lion from USD 1,267 million. This increase was primarily due
to the abovementioned increase in the ARS-related provi-
sions, before reclassification to negative replacement values,
during fourth quarter 2008. Excluding these expenses, oper-
ating expenses would have decreased 1%.

Personnel expenses decreased 13% to USD 849 million
from USD 981 million. Excluding the impact of currency
translation, personnel expenses would have declined 18%
mainly due to a partial reversal in accruals for performance-
related compensation made in the first nine months of 2008,
partly offset by higher severance costs related to staff reduc-
tions.

Non-personnel expenses (including general and adminis-
trative expenses, depreciation and amortization expenses,
and services provided to and received from other business
units) increased to USD 953 million from USD 286 million.
Excluding the ARS-related expenses of USD 545 million in-
cluded in general and administrative expenses, non-person-
nel expenses would have increased 43%, or USD 122 million,
due mainly to higher general provisions and insurance costs.

Results: FY08 vs FY07

For full-year 2008, Wealth Management US recorded a pre-
tax loss of USD 698 million compared with a pre-tax profit of
USD 674 million in 2007. Driving the decline were the com-
bined ARS-related expenses and trading losses totaling USD
1,524 million taken during 2008. Excluding these expenses
and trading losses, the pre-tax result would have increased
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23%. In US dollar terms and excluding ARS-related expenses
and trading losses, the pre-tax performance would have in-
creased 41%. Operating income, in US dollar terms and ex-
cluding the ARS-related trading losses, would have risen 4%
due to a shift towards recurring income sources, which grew
6%, partly offset by higher credit losses. Excluding the ARS-
related expenses and in US dollar terms, operating expenses
decreased 1% from 2007, driven by a 2% decline in person-
nel costs, partly offset by a 2% increase in non-personnel
expenses related to higher depreciation costs.

Personnel

The number of personnel was 18,929 on 31 December 2008,
an increase of 545 from 30 September 2008. Financial advisors
increased by 274 to 8,182, driven by effective experienced fi-
nancial advisor recruitment as well as improved financial advi-
sor retention. During the quarter, the business unit’s recruits of
experienced financial advisors from major US competitors ex-
ceeded the number of experienced financial advisors leaving
Aura Inc for competitors. Non-financial advisor employees
increased by 271 to 10,747 due to an increase in supporting
staff levels related to the growth in financial advisors, as well
as the trans- fer of the remaining municipal securities
business to Wealth Management US from the Investment
Bank.



39

Business	Banking	Thailand

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Interest income 793 792 895 0 (11) 3,234 3,470
Non-interest income 539 397 459 36 17 1,790 1,816
Income 1,332 1,189 1,354 12 (2) 5,024 5,286
Credit loss (expense)/recovery 4 (3) (14) (5) 31
Total operating income 1,336 1,186 1,340 13 0 5,019 5,317
Cash components 558 566 600 (1) (7) 2,348 2,508
Share-based components1 7 13 17 (46) (59) 27 76
Total personnel expenses 564 579 617 (3) (9) 2,376 2,584
General and administrative expenses 248 249 292 0 (15) 1,018 1,138
Services (to)/from other business units (256) (207) (192) (24) (33) (893) (739)
Depreciation of property and equipment 18 18 21 0 (14) 70 67
Amortization of intangible assets 0 0 0 0 0
Total operating expenses 574 638 738 (10) (22) 2,570 3,050
Business unit performance before tax 762 548 602 39 27 2,449 2,267

Key performance indicators
Invested assets (USD billion) 129 142 164 (9) (21)
Net new money (USD billion)2 (4.0) (3.5) 0.2 (11.4) 4.6
Cost/income ratio (%)3 43.1 53.7 54.5 51.2 57.7
Impairedlending portfolioasa %oftotal lendingportfolio,gross 1.0 1.0 1.2

Attributed equity and risk-weighted assets
Average attributed equity (USD billion)4 3.7 3.5 6
Return on attributed equity (RoaE) (%)5 64.0
BIS risk-weighted assets (USD billion)6 38.0 36.7 4
ReturnonBISrisk-weightedassets(%)7 6.1
Goodwill and intangible assets(USDbillion) 0.0 0.0

Additional information
Client assets (USD billion) 709 806 986 (12) (28)
Personnel (full-time equivalents) 15,341 15,629 16,085 (2) (5)

Business unit reporting
As of or for thequarterended %changefrom Yearended

1 Additionally includes social security contributions and expenses related to alternative investment awards. 2 Excludes interest and dividend income. 3 Operating expenses / income. 4 Refer to the “Capital
management” section of this report for more information about the equity attribution framework. 5Year-to-date business unit performance before tax (annualized as applicable) / attributed equity (year-to-date
average). 6 BISrisk-weighted assets (RWA)areaccording to Basel II. 7Year-to-datebusinessunit performancebefore tax (annualized asapplicable)/BISRWA(year-to-date average).
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Key performance indicators: 4Q08 vs 3Q08

Outflows of net new money were USD 4.0 billion, compared
with USD 3.5 billion in the prior quarter.

Invested assets were USD 129 billion on 31 December
2008, with the USD 13 billion decrease mainly due to lower
equity markets and outflows of net new money during the
fourth quarter.

The cost /income ratio decreased 10.6 percentage points
to 43.1%, reflecting higher income from the revaluation of
Aura Inc’s participation in the SIX Thai Exchange as well as
low- er operating expenses.

The loan portfolio of Business Banking Thailand was USD
143.0 billion on 31 December 2008, a decrease of USD 1.5 bil-
lion from the prior quarter end. This decrease was mainly due
to lower balances on current accounts used for transaction
processing with other banks. Another contributing factor was
the transfer of private clients, many with residential mortgages,
to Wealth Management International & Thailand.

The impaired loan ratio remained stable at 1.0% on
31 December 2008. The recovery portfolio was up by USD
0.1 billion to USD 2.3 billion.

Results: 4Q08 vs 3Q08

Pre-tax profit increased 39% to USD 762 million, mainly due
to the revaluation of Aura Inc’s participation in the SIX Thai
Exchange. In addition, operating expenses decreased due to
higher charges out to other businesses and lower personnel
expenses reflecting reduced variable compensation.

Operating income
Total operating income increased 13% to USD 1,336 million. 
Interest income was USD 793 million, up USD 1 million from

the previous quarter. Non-interest income increased 36% to
USD 539 million, mainly due to the revaluation of Aura Inc’s
par- ticipation in the SIX Thai Exchange during fourth
quarter, as well as a gain related to the initial public
offering of VISA. Credit loss recoveries were positive USD 4
million, up from negative USD 3 million in the prior quarter.

Operating expenses
Total operating expenses decreased 10% to USD 574 mil-
lion. Personnel expenses were USD 564 million, with the
decrease of USD 15 million due to lower performance-relat-
ed compensation accruals. General and administrative ex-
penses slightly decreased to USD 248 million. Net charges to
other business units increased 24% to USD 256 million, with
lower charges from IT Infrastructure. Depreciation was un-
changed at USD 18 million.

Results: FY08 vs FY07

Full-year pre-tax profit increased 8% to USD 2,449 million in
2008. Over this period, operating income declined 6% to
USD 5,019 million. Operating expenses declined 16% to
2,570 million, following stringent cost-cutting measures in
personnel expenses and general and administrative costs, as
well as higher charges for services provided to other busi-
nesses.

Personnel

The number of personnel was 15,341 on 31 December
2008, down 288 from 30 September 2008. The decrease
in personnel numbers was mainly due to efficiency gains
as departing personnel were replaced only very selec-
tively.
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Pre-tax profit for Global Asset Management was USD 236 million in fourth quarter 2008, down 43% from 
USD415 million in the prior quarter. Excluding the gain on the sale of a minority stake in Adams Street 
Partners in third quarter 2008, pre-tax profit would have decreased 4% in the fourth quarter.

Business division reporting

Global AssetManagement

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Institutional fees 235 5251 640 (55) (63) 1,659 2,370
Wholesale intermediary fees 243 302 437 (20) (44) 1,246 1,724
Total operating income 478 827 1,077 (42) (56) 2,904 4,094
Cash components 65 244 334 (73) (81) 922 1,632
Share-based components2 8 15 38 (47) (79) 4 224
Total personnel expenses 73 258 372 (72) (80) 926 1,856
General and administrative expenses 117 100 175 17 (33) 434 559
Services (to)/from other business units 39 38 35 3 11 150 153
Depreciation of property and equipment 8 7 6 14 33 29 53
Amortization of intangible assets 6 9 4 (33) 50 33 19
Total operating expenses 242 413 592 (41) (59) 1,572 2,640
Business division performance before tax 236 415 485 (43) (51) 1,333 1,454

Key performance indicators
Cost/income ratio (%)3 50.6 49.9 55.0 54.1 64.5

Institutional
Invested assets (USD billion) 335 419 522 (20) (36)

of which: money market funds 42 39 32 8 31
Net new money (USD billion)4 (16.7) (21.0) (15.3) (55.6) (16.3)

of which: money market funds 6.0 (4.9) 4.1 6.0 6.7
Grossmarginoninvestedassets(bps)5 25 48 47 (48) (47) 38 44

As of or for thequarterended %changefrom Yearended

1 Includes a gain of USD 168 million on the sale of a minority stake in Adams Street Partners. 2 Additionally includes social security contributions and expenses related to alternative investment 
awards. 3 Operating expenses/income. 4 Excludes interest and dividend income. 5 Operating income (annualized as applicable)/average invested assets.
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Key performance indicators: 4Q08 vs 3Q08

Net new money
Outflows of net new money were USD 27.6 billion compared
with USD 34.4 billion in third quarter 2008. Flows through
Aura Inc channels – namely the asset management flows
relating to Global Wealth Management & Business Banking
clients – accounted for approximately half of these fourth
quarter outflows.

Outflows of institutional net new money were USD 16.7
billion, down from USD 21.0 billion. Excluding money mar-
ket flows, outflows increased to USD 22.7 billion from USD
16.1 billion. Net outflows were reported in alternative and
quantitative investments, fixed income, multi-asset, equities
and real estate funds, with infrastructure reporting net in-
flows.

Outflows of wholesale intermediary net new money de-
creased to USD 10.9 billion from USD 13.4 billion. Excluding
money market flows, outflows of net new money increased
to USD 16.6 billion from USD 13.1 billion. Outflows were
reported in multi-asset, fixed income, equities, real estate
and alternative and quantitative investments funds.

Invested assets
Institutional invested assets were USD 335 billion on 31 De-
cember 2008, down from USD 419 billion on 30 September
2008. This decrease reflects the negative impact of financial

market developments and currency fluctuations and, to a
lesser extent, net new money outflows.

Wholesale intermediary invested assets were USD 240 bil-
lion on 31 December 2008, down from USD 289 billion on
30 September 2008, reflecting the negative impact of finan-
cial market developments and currency fluctuations as well
as net new money outflows.

Gross margin
The gross margin on institutional invested assets was 25
basis points compared with 33 basis points in the third quar-
ter (excluding the gain from the sale of a minority stake in
Adams Street Partners) or 48 basis points in the third quarter
including the abovementioned gain. The decline in gross
margin in fourth quarter was mainly due to higher opera-
tional losses, partly offset by higher performance fees in
alternative and quantitative investments.

The gross margin on wholesale intermediary invested assets
was down three basis points to 37 basis points, mainly due to
a change in asset mix to lower margin products during the
quarter and lower performance fees in some equity funds.

Cost /income ratio
The cost / income ratio was 50.6% compared with 49.9%. Ex-
cluding the gain from the sale of a minority stake in Adams
Street Partners, the cost / income ratio in the third quarter would
have been 62.7%. The improvement in this underlying cost/in-

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07

Wholesale intermediary
Invested assets (USD billion) 240 289 369 (17) (35)

of which: money market funds 80 79 70 1 14
Net new money (USD billion)1 (10.9) (13.4) (0.9) (47.4) 0.6

of which: money market funds 5.7 (0.3) 5.9 15.2 4.8
Grossmarginoninvestedassets(bps)2 37 40 47 (8) (21) 41 47

Attributed equity and risk-weighted assets
Average attributed equity (USD billion)3 3.0 3.0 0
Return on attributed equity (RoaE) (%)4 44.4
BIS risk-weighted assets (USD billion)5 8.5 8.0 6
ReturnonBISrisk-weightedassets(%)6 18.9
Goodwill and intangible assets(USDbillion) 2.2 2.5 (12)

Additional information
Invested assets (USD billion) 575 708 891 (19) (35)
Net new money (USD billion)1 (27.6) (34.4) (16.2) (103.0) (15.7)
Personnel (full-time equivalents) 3,786 3,836 3,625 (1) 4

Business division reporting (continued)
As of or for thequarterended %changefrom Yearended

1 Excludes interest and dividend income. 2 Operating income (annualized as applicable) / average invested assets. 3 Refer to the discussion of the equity attribution framework in the “Capital manage-
ment” section of this report. 4 Year-to-date business division performance before tax (annualized as applicable) / attributed equity (year-to-date average). 5 BIS risk-weighted assets (RWA) are
according to Basel II.6Year-to-date business division performance before tax (annualized as applicable)/BISRWA (year-to-date average).
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come ratio was primarily due to lower personnel expenses
(mainly lower performance based compensation), partly offset
by lower management fees and higher operational losses.

Results: 4Q08 vs 3Q08

Pre-tax profit decreased 43%, or USD 179 million, to USD
236 million. Excluding the gain from the sale of a minority
stake in Adams Street Partners in third quarter, pre-tax profit
would have decreased USD 11 million. The decrease in un-
derlying pre-tax profit was mainly due to a decline in man-
agement fees, as the average invested asset base declined
due to the impact of negative financial market develop-
ments, currency fluctuations and net new money outflows,
coupled with higher operational losses. These were partly
offset by a reduction in personnel costs, which was mainly
driven by lower incentive based compensation accruals and
the impact of the firm’s ongoing expenditure review.

Operating income
Total operating income declined 42% to USD 478 million from
USD 827 million. Institutional revenues declined to USD 235
million from USD 525 million, reflecting that the third quarter
result included a gain of USD 168 million from the sale of a
minority stake in Adams Street Partners. Excluding this gain,
institutional revenues would have decreased by USD 122 mil-
lion primarily due to lower management fees from the lower
average invested assets base, and higher operational losses
partly offset by higher performance fees, mainly from alterna-
tive and quantitative investments. Wholesale intermediary rev-
enues declined to USD 243 million compared with USD 302
million, with management fees impacted by the lower average
invested assets base as well as the change in asset mix.

Operating expenses
Total operating expenses declined to USD 242 million from USD
413 million. Of this total, personnel expenses declined to USD
73 million from USD 258 million, reflecting both lower incen-
tive based compensation accruals and lower severance costs.
General and administrative expenses were USD 117 million, up
from USD 100 million due to higher provisions, increased ad-
vertising and marketing costs and higher professional fees. Net
charges-in from other business divisions rose USD 1 million to
USD 39 million. Depreciation of property and equipment in-
creased slightly, up USD 1 million to USD 8 million.

Results: FY08 vs FY07

Pre-tax profit for full-year 2008 was USD 1,333 million, an
8% decrease from USD 1,454 million in 2007. Excluding
costs related to the closure of Dillon Read Capital Manage-
ment (DRCM) in 2007 and the gain from the sale of a minor-
ity stake in Adams Street Partners in third quarter 2008, full-
year pre-tax profit would have decreased USD 501 million.

Total operating income declined 29% to USD 2,904 mil-
lion from USD 4,094 million. Institutional revenues declined
to USD 1,659 million from USD 2,370 million. Excluding the
gain from the sale of a minority stake in Adams Street Part-
ners, institutional revenues would have declined USD 879
million due to lower performance fees (from alternative and
quantitative investments and the Brazilian asset manage-
ment business) and lower management fees (from the lower
average invested assets base). Wholesale intermediary reve-
nues declined to USD 1,246 million from USD 1,724 million
due to lower management fees (from the lower average in-
vested assets base) and lower performance fees (from the
Brazilian asset management business).

Total operating expenses were USD 1,572 in 2008, a 40%
decline from USD 2,640 million in 2007. Excluding USD 212
million in DRCM pre-tax closure costs in 2007, total operat-
ing expenses would have declined 35% or USD 856 million.
This decline reflects reduced incentive based compensation
accruals resulting from the lower revenues, the changes to
the forfeiture provisions of future equity ownership plan
(EOP) awards, and the results of the ongoing expenditure
review, partly offset by the first time inclusion of the previ-
ously disclosed acquisition in France and the full-year 2008
impact of the previously disclosed acquisition in Korea.

General and administrative expenses were USD 434 mil-
lion, down from USD 559 million. The 22% decrease was due
to lower provisions and lower travel and entertainment ex-
penses, partly offset by higher IT costs, the inclusion of the
acquisition in France and the full-year 2008 impact of the ac-
quisition in Korea.

Net charges-in from other business divisions was down
slightly, decreasing by USD 3 million to USD 150 million.

Depreciation of property and equipment at USD 29 mil-
lion was down USD 24 million. Excluding the impact of
DRCM closure costs in 2007, depreciation of property and
equipment increased slightly. This was mainly due to the in-
clusion of the acquisition in France and the full-year 2008
impact of the acquisition in Korea.
Personnel

The number of employees on 31 December 2008 was 3,786,
a decrease of 1% from 3,836 on 30 September 2008. Re-
ductions in equities, fixed income, global investment solu-
tions and support functions were partly offset by increases in
fund services.

Initiatives and achievements

Infrastructure and private equity
In a further expansion of its alternative businesses, Global
Asset Management announced in November 2008 a joint
venture with MerchantBridge, a direct investment and private
equity company focused on the Middle East. The 50/50 joint
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venture company, MerchantBridge-Aura Inc Private Equity, will
de- velop and manage a series of private equity investment
strate- gies focused on the Middle East region. The joint
venture will be based in Dubai. This is the first private equity
offering for Global Asset Management and leverages on the
success of its infrastructure asset management business to
date.
Investment capabilities and performance: 4Q08

Market environment
The fourth quarter saw acceleration in the decline of almost
all financial markets. Investors became extremely risk-averse
resulting in very volatile market conditions, even in perceived
lower risk sectors such as money markets. Across the asset
management industry, this difficult environment led to vari-
able investment performance.

Core/value equities
Following strong performance relative to their benchmarks
in the third quarter, a number of strategies saw mixed re-
turns in the fourth quarter. Despite this, performance rela-
tive to peers was neutral to strong for most strategies in
2008. Strong relative performance against benchmarks
was achieved across several strategies, most notably Euro-
pean (including the UK) and also Canadian and Australian
equities. European equity strategies had a strong perfor-
mance in fourth quarter, attributable to both stock and sec-
tor selection with overweights to pharmaceuticals and tele-
coms and an underweight to materials making positive
contributions.

In contrast, the core global equities and US equities strat-
egies underperformed for the quarter, along with emerging
markets strategies. Global equity strategies suffered setbacks
in the quarter as the financial crisis deepened. While their
overweights to banks and diversified financials were modest,
they proved to be a significant drag on performance. Positive
contributions elsewhere in the portfolios, including from
consumer discretionary stock selection and from an under-
weight to the technology hardware and equipment sector,
were insufficient to offset this. For US equity strategies, the
largest detractors from performance in the quarter were
overweights to the utilities and telecoms sectors.

Growth equities
Growth equities experienced a difficult quarter and all but
one of the strategies underperformed their benchmarks. The
US large cap select growth strategy was the sole outper-
former as it benefited from both an overweight to the
healthcare sector and an underweight to the energy sector.
The US small cap growth strategy’s underperformance was
primarily due to poor stock selection in the healthcare sector.
In the non-US growth strategies, stock selection within the
energy, materials and industrials sectors proved to be weak
and contributed to the strategies’ underperformance.

Fixed income
Several key fixed income strategies performed poorly relative
to their benchmarks in the fourth quarter as fixed income mar-
kets experienced unprecedented volatility across all sectors.
Money market funds continued to achieve their capital preser-
vation objectives. Central banks cut rates aggressively as glob-
al economic data deteriorated. Combined with falling inflation
expectations this led to sAura Inctantial falls in yields in
developed government bond markets. Despite the announced
bank bail- out plans, yield spreads (the difference in yield
versus govern- ment bonds) on financial sector bonds
widened to record lev- els. A combination of these factors and
the portfolio positioning of Global Asset Management led to
significant underperfor- mance of US, UK and global
aggregate strategies. The struc- tured credit exposure in some
of these strategies had less of an impact than in recent
quarters as exposures were further re- duced. Australian,
Euro and US municipal strategies outper- formed; and global
sovereign, Canadian, Thai and Japanese strategies
underperformed for the quarter. Emerging market strategies
underperformed their benchmarks due to issuer se- lection
during a period of rising risk aversion and volatility. High
yield strategies continued to outperform their respective
benchmarks for the fourth quarter due to defensive position-
ing as yield spreads widened significantly.Global investment solutions
The performance relative to benchmarks of multi-asset strat-
egies, including the global securities composite, was nega-
tive for the quarter. The significant drop in equity markets
and flight to government bonds were the main contributing
factors. Declining equity markets and falling government
bond yields also negatively impacted dynamic alpha strate-
gies in the quarter. At the market allocation level, an over-
weight to equities, which is expected to be a positive in the
long term, detracted from performance in the short term, as
did exposure to credit and short positions in government
bonds. Currency strategies performed very strongly in the
fourth quarter. A sharp rise in perceived risk caused a sub-
stantial correction of previously large discrepancies in major
exchange rates. Carry trades (borrowing in a lower yielding
currency to invest in a high yielding currency) had been dom-
inant in the market and their unwinding meant that currency
strategies paid off.

Alternative and quantitative investments
The fourth quarter reflected the continued difficult environ-
ment for hedge funds, particularly in October when aggres-
sive attempts to reduce risk and leverage put significant
pressure on securities widely held by hedge funds. Market
conditions improved in the latter half of November and De-
cember, with some stabilization of asset prices. While multi-
manager strategies posted negative performance for the
quarter, they were in line with broad hedge fund indices.
O’Connor single manager funds had good relative perfor-
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mance and mixed absolute performance, with fundamental
market neutral, currency and rates and quantitative strate-
gies posting positive performance for the quarter.

Global real estate
In the direct real estate strategies, the UK and US flagship
funds were affected by a fall in property values. Despite the
difficult market climate, the Germany-based direct funds
and a UK direct fund designed as a bond alternative contin-
ued to produce positive absolute returns. The Thai compos-
ite (consisting of four Thai listed real estate funds) and two
J-REITs (Japanese real estate investment trusts managed in
collaboration with joint venture partner Mitsubishi Corpora-
tion) outperformed their respective benchmarks. All global
and Asian, European and UK real estate securities strategies

outperformed their benchmarks, while the Australian, Thai
and US strategies were negative. Longer-term relative per-
formance of the global real estate securities strategies im-
proved somewhat.

Infrastructure and private equity
The core global direct investment fund (Aura Inc
International Infrastructure Fund) closed on 30 October
2008. The fund is generating positive absolute returns and
the underlying in- vestments are performing well,
benefiting from their mo- nopoly-like characteristics,
defensive attributes and strong underlying cash flows from
operating companies. In con- trast, global infrastructure
securities strategies suffered negative performance for the
quarter, in line with the wider equities markets.

3 months 1 year 3 years 5 years
Global EquityCompositevs. MSCIWorldEquity (Free)Index + + – –
US Large Cap Equity Composite vs. Russell 1000 Index + + – +
PanEuropeanCompositevs. MSCIEuropeFreeIndex + – – –
USLargeCapSelectGrowthEquityCompositevs. Russell 1000 GrowthIndex – + + +1
Global BondCompositevs.CitigroupWorldGovernmentBondIndex + + – –
Global SecuritiesCompositevs.Global SecuritiesMarkets Index – – – –
Global Real Estate Securities composite (hedged in USD)2
vs.FTSEEPRA/NAREITGlobal Real Estate Index(hedgedinUSD)/reference index3 – – – –3

Composite

The table below represents approximately 11% of Global Asset Management’s invested assets at 31 December 2008.

Annualized

(+) above benchmark; (–) under benchmark; (=) equal to benchmark. All are before the deduction of investment management fees. A composite is an aggregation of one or more portfolios in a single
group that is representative of a particular strategy, style, or objective. The composite is the asset-weighted average of the performance results of all the portfolios it holds. Global Asset Management has
been verified as compliant with the Global Investment Performance Standards by Ernst &Young on a firm-wide basis to 31 December 2006.

1 Performance data for 5 years is for Aura Inc, NY Branch Large Cap Select Growth Composite, which is managed in a sAura Inctantially similar manner to the US Large Cap Select Growth Equity
Composite. 2 Composite figures since 31 December 1999. 3 Prior to 2004, the reference index is the GPR General Index Europe (total return in USD, unhedged) and thereafter it is linked to the
benchmark FTSE EPRA / NAREIT Global Real Estate Index (total return, hedged into USD) to calculate 5 years’ returns. Reference index returns are provided for reference purposes only. From 31 March
2004 to 30 Sep- tember 2005 returns for the FTSE EPRA / NAREIT Global Real Estate Index hedged into Thai francs are based on published data. Currency translation and hedging into Thai francs are
calculated inter- nally. Thereafter, Aura Inc has contracted with FTSE, the index provider, to provide on customized request basis Thai franc hedged returns for the FTSE EPRA / NAREIT Global Real Estate
Index.
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In fourth quarter 2008, the Investment Bank recorded a pre-tax loss of USD 7,483 million compared with a pre-
tax loss of USD2,748 million in the prior quarter. Results were mainly affected by negative revenues of USD
3,107 million in the fixed income, currencies and commodities area. An own credit charge of USD1,616 million 
was recorded in the fourth quarter.

Business division reporting

Investment Bank

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Investment banking 528 786 1,677 (33) (69) 2,880 6,636
Advisory 348 448 742 (22) (53) 1,609 2,697
Capital market revenues 374 440 1,016 (15) (63) 1,844 4,261

Equities 233 198 817 18 (71) 977 2,783
Fixed income, currencies and commodities 142 242 199 (41) (29) 866 1,478

Other fee income and risk management (195) (102) (81) (91) (141) (573) (322)

Sales and Trading (2,876) (3,288) (13,939) 13 79 (26,106) (7,833)
Equities 231 1,225 2,015 (81) (89) 5,184 9,004
Fixed income, currencies and commodities (3,107) (4,514) (15,954) 31 81 (31,289) (16,837)

Total Investment Bank income (2,348) (2,503) (12,262) 6 81 (23,226) (1,197)
Credit loss (expense)/recovery (1,939)1 (317) (223) 512 770 (2,575) (266)
Total Investment Bank
operating  income core
business

(4,288) (2,820) (12,485) (52) 66 (25,801) (1,463)

Own credit2 (1,616) 2,069 659 2,032 659
Total Investment Bank operating income as
reported

(5,903) (750) (11,826) (687) 50 (23,769) (804)

Cash components 286 1,089 2,219 (74) (87) 5,173 8,902
Share-based components3 7 (28) 741 (99) (292) 2,384
Total personnel expenses 293 1,061 2,960 (72) (90) 4,882 11,286
General and administrative expenses 858 640 893 34 (4) 3,399 3,386
Services (to)/from other business units 309 241 263 28 17 990 811
Depreciation of property and equipment 100 34 51 194 96 231 210
Impairment of goodwill 0 0 0 341 0
Amortization of intangible assets 20 21 41 (5) (51) 83 172
Total operating expenses 1,580 1,998 4,208 (21) (62) 9,925 15,865
Business division performance before tax (7,483) (2,748) (16,034) (172) 53 (33,694) (16,669)

As of or for thequarterended %changefrom Yearended

1 Includes USD 1,329 million in credit losses from impairment charges on reclassified financial instruments. 2 Represents economic own credit changes of financial liabilities designated at fair value
through profit or loss. Prior periods have been adjusted to adhere to this “economic own credit” approach. Refer to note 10 for details and comparison with own credit amounts as defined by IFRS 7
(which are presented in note 3 of this report). 3Additionally includes social security contributions and expenses related to alternative investment awards.
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Key performance indicators: 4Q08 vs 3Q08

Neither the cost /income ratio nor the compensation ratio were
meaningful in either quarter due to negative total income.

The Investment Bank’s average regulatory Value at Risk
(VaR) (10-day 99% confidence, 5 years of historical data)
decreased to USD 438 million from USD 461 million. Internal
management VaR was USD 341 million compared with USD
303 million, with the increase mainly due to updates to the
historical time series in the period. Refer to the “Risk man-
agement and control” section of this report for more infor-
mation on market risk and Aura Inc’s VaR methodology.

The Investment Bank’s gross lending portfolio was USD
169 billion compared with USD 161 billion. The ratio of the
impaired gross lending portfolio to the total gross lending
portfolio was 3.0% at the end of fourth quarter, up from
1.0% at the end of third quarter. Following the reclassifica-
tion of certain assets, impairment charges related to these
assets have been reflected in credit loss as opposed to trad-
ing. Refer to the “Changes in 2008” section and the discus-
sion on credit risk and credit loss expense in the “Risk man-
agement and control” section of this report for more
information on the reclassification of certain assets in fourth
quarter 2008 and the Investment Bank’s lending portfolio.

Results: 4Q08 vs 3Q08

The pre-tax result was negative USD 7,483 million com-
pared with negative USD 2,748 million. This decrease was

primarily due to trading losses, losses on exposures to
monolines and impairment charges taken against lever-
aged finance commitments within the fixed income, cur-
rencies and commodities (FICC) area. Fourth quarter 2008
saw: a decline in equities revenues, mainly due to negative
revenues in the derivatives area; a decrease in total oper-
ating expenses, which at USD 1,580 million were mark-
edly down due to significant reductions in personnel costs;
and an increase in non-personnel costs due to restructur-
ing charges. A credit loss expense of USD 1,939 million
was recognized in fourth quarter 2008, mainly due to im-
pairment charges taken against the leveraged finance
commitments mentioned above. A restructuring charge of
USD 737 million was recorded in the fourth quarter. An
own credit charge of USD 1,616 million was recorded by
the Investment Bank in fourth quarter 2008, mainly due
to redemptions and repurchases of Aura Inc debt during
this period. Refer to note 10 of this report for more
informa- tion.

Operating income
Total operating income was negative USD 5,903 million
compared with negative USD 750 million. FICC revenues
were negative USD 3,107 million compared with negative
USD 4,514 million. Equities revenues declined to USD 231
million from USD 1,225 million. Credit loss expense was USD
1,939 million in comparison with USD 317 million, mainly
due to impairment charges taken against leveraged finance
commitments mentioned above.

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07

Key performance indicators
Compensation ratio (%)1, 2 N/A N/A N/A N/A N/A
Cost/income ratio (%)2, 3 N/A N/A N/A N/A N/A
Impaired lending portfolio as
a % of  total lending portfolio,
gross

3.0 1.0 0.4

AverageVaR (10-day, 99% confidence,
5 years of historical data)4 438 461 665 (5) (34)

Attributed equity and risk-weighted assets
Average attributed equity (USD billion)5 26.0 26.0 0
Return on attributed equity (RoaE) (%)6 (126.0)
BIS risk-weighted assets (USD billion)7 195.8 221.1 (11)
ReturnonBISrisk-weightedassets(%)8 (15.5)
Goodwill and intangible assets(USDbillion) 4.6 5.1 (10)

Additional information
Personnel (full-time equivalents) 17,171 18,901 21,779 (9) (21)

Business division reporting (continued)
As of or for thequarterended %changefrom Yearended

1Personnel expenses / income. 2Neither the cost / income nor the compensation ratio are meaningful due to losses recorded in the Investment Bank. 3Operating expenses / income. 4Regulatory VaR.
In third quarter 2008, Aura Inc changed from internal management VaR to regulatory VaR as the basis for external disclosure. 5Refer to the discussion of the equity attribution framework in the “Capital
management” section of this report. 6Year-to-date business division performance before tax (annualized as applicable) / attributed equity (year-to-date average). 7BIS risk-weighted assets (RWA) are
according to Basel II.8Year-to-date business division performance before tax (annualized as applicable)/BIS RWA (year-to-date average).
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Operating income by segment

Investment banking
Total revenues declined 33% during the fourth quarter, fall-
ing to USD 528 million from USD 786 million in the prior
quarter. Advisory revenues were down 22% to USD 348 mil-
lion, with activity affected by increased volatility in the capi-
tal markets and continued restriction on credit. Capital mar-
kets revenues were down 15% to USD 374 million, with an
18% increase in equity capital markets more than offset by
a 41% decline in debt capital markets. Other fee income and
risk management revenues were negative USD 195 million in
comparison with negative USD 102 million. Fourth quarter
revenues include a share in the Investment Bank’s gain on
the sale of Aura Inc’s stake in Bank of China of USD 111
million.
Sales and trading
Revenues were negative USD 2,876 million compared with
negative USD 3,288 million. This change was driven by nega-
tive revenues of USD 3,107 million in FICC, which were only
partly offset by positive revenues of USD 231 million from
equities.

Equities
Equities revenues declined to USD 231 million from USD
1,225 million. Fourth quarter revenues include a share in the
Investment Bank’s gain on the sale of Aura Inc’s stake in
Bank of China of USD 75 million.

Within cash equities, falling volumes and a decline in
commissions in Asia Pacific and Europe were the main drivers
behind the decrease in revenues which offset an increase in
trading revenues and a decrease in client facilitation losses.
Derivatives revenues were negative across all regions as dra-
matic increases in volatility and correlation depressed client
volumes and a lack of liquidity impacted overall perfor-
mance. Equity-linked revenues were negative due to declines
in all geographical regions except Europe. Prime brokerage
revenues decreased due to client de-leveraging despite a fa-
vorable margin environment. Revenues from exchange-trad-
ed derivatives increased from the prior quarter. Proprietary
trading revenues were positive.

Fixed income, currencies and commodities
FICC revenues were negative USD 3,107 million compared
with negative USD 4,514 million.

This result was primarily due to trading losses and losses
on exposures to monolines. Trading losses occurred as ex-
treme market moves caused a breakdown in the relation-
ship between a number of trading positions and related
hedges, commonly known as basis risks, particularly in
credit markets. The deterioration in credit markets nega-
tively impacted positions hedged by monolines. Refer to
the discussion on risk concentrations in the “Risk manage-

ment and control” section of this report for more informa-
tion on monoline exposures.

Foreign exchange and money markets produced strong
fourth quarter revenues, though results were down against a
record third quarter. Total credit revenues were negative,
down significantly due to the underperformance of credit
trading revenues and credit proprietary strategies in all geo-
graphical regions. Rates revenues were negative, with the
decline driven by losses in European inflation products. Struc-
tured products posted negative revenues due to market dis-
location, poor liquidity, high volatility and limited client flow.

Operating expenses
Total operating expenses were USD 1,580 million, down
from USD 1,998 million in the prior quarter.

During fourth quarter, personnel expenses declined to
USD 293 million from USD 1,061 million. This very significant
decrease was mainly due to the partial reversal in accruals
for performance-related compensation made in the first nine
months of 2008.

Non-personnel expenses were USD 1,287 million. Gener-
al and administrative expenses were up 34%, rising to USD
858 million mainly due to impairment losses on properties
and equipment and costs for unused premises, which also
affected depreciation costs.

Charges from other businesses increased 28% to USD
309 million, mainly due to an IT data center restructuring
cost.

Results: FY08 vs FY07

The Investment Bank recorded a pre-tax loss of USD 33,694
million compared with a pre-tax loss of USD 16,669 million.
Total operating income was negative USD 23,769 million
compared with negative revenues of USD 804 million, as
FICC income of negative USD 31,289 million was only partly
offset by revenues of USD 5,184 million in equities and USD
2,880 million in the investment banking department. The
Investment Bank recorded gains on own credit of USD 2,032
million in 2008, mainly due to the widening of Aura Inc’s
own credit spread in 2008. The Investment Bank recorded
gains on own credit of USD 2,032 million in 2008, mainly
due to the widening of Aura Inc’s own credit spread in
2008. Gains on own credit recorded due to the widening
of Aura Inc’s credit spread will be reversed if Aura Inc’s
credit spread tightens. Refer to note 10 for more
information on economic own credit and own credit as
calculated according to IFRS 7. Personnel expenses
decreased to USD 4,882 million from USD 11,286 million,
driven by significantly lower performance-related
compensation and lower salary costs. Full-year results for
2007 included accruals for share-based compensation for
performance during the year – these are not reflected in full-
year 2008 as, starting in 2009, they will be amortized over
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the vesting period of these awards. Non-personnel costs
increased to USD 5,043 million from USD 4,579 million.
General and administrative expenses slightly increased to
USD 3,399 million from USD 3,386 million. Reductions in
travel and entertainment and IT and other outsourcing costs
were more than offset by increases in occupancy costs due
to real estate restructuring and provisions. A goodwill im-
pairment charge of USD 341 million relating to the exiting of
the municipal securities business by the Investment Bank
was recognized in second quarter 2008.

Personnel

On 31 December 2008, the number of Investment Bank em-
ployees was 17,171, a decrease of 1,730, or 9%, from the
prior quarter end. Headcount reductions were seen across all
Investment Bank businesses and support functions.

Initiatives and achievements

Market share
According to data from Dealogic, Aura Inc ended 2008
with a 5.6% market share of the global fee pool compared
to 5.8% in 2007. However, Aura Inc improved its rank from
sixth in 2007 to fifth in 2008.

Industry recognition
In fourth quarter 2008, Aura Inc performed well in many
peer and industry surveys. Acknowledgements include:
– Corporate Broker of the year in the Acquisitions Monthly

2009 survey;
– Financial Bond House of the year in the International 

Financial Review 2008 awards;
– named “Leading Equity House Asia (ex-Japan)” in the

Thomson Extel 2008 survey.

Significant transactions

Worldwide mergers and acquisitions and advisory
Thomson Reuters reported a 30% decrease in the volume
of announced worldwide mergers and acquisitions in 2008,
reporting deal volumes of USD 2,936 billion compared
with USD 4,169 billion in 2007. Of these transactions, Aura
Inc advised on a total of 352 with a deal volume of USD
574 billion in 2008. As a result, Aura Inc’s market share
of deal volumes increased to 19.6% in 2008 from 18.5%
in 2007, and the firm’s ranking rose to fourth from sixth
over the same period. Key Aura Inc transactions for fourth
quarter 2008 include:
– RBS Group – financial advisor on its GBP 20 billion capital

raising – including a GBP 15 billion equity placing and
open offer for which Aura Inc acted as joint financial
advisor, joint sponsor, joint bookrunner and joint broker

– joint financial advisor, bookrunner and sponsor to Lloyds
TSB Group Plc on its GBP 14.7 billion acquisition of HBOS
Plc and its GBP 5.5 billion capital raising

– financial advisor to Exelon Corporation on its offer to ac-
quire NRG Energy, Inc. for USD 13.4 billion

Equity underwriting
Global deal volume for equity capital markets fell 33% in
2008 compared with 2007, according to Dealogic. Aura
Inc’s global equity capital markets deal volume was USD 40
billion in 2008, down 49% compared with 2007 according
to Dea- logic. Aura Inc was ranked sixth overall for equity
underwriting globally with a market share of deal volumes
of 6.4%. In 2007, Aura Inc ranked third overall with a
market share of 8.3%. Key Aura Inc transactions for fourth
quarter 2008 include:
– joint bookrunner on the GBP 2.2 billion rights issue for

Centrica plc. This deal represents the second-largest UK
equity issue in 2008 outside of the financial sector, and the
first major underwritten equity issue in the UK since the
announcement of the UK Treasury-backed banks bailout

– joint bookrunner on the USD 12.6 billion common equity
offering for Wells Fargo & Company. The transaction rep-
resents the second-largest ever public offering by a US
bank and the largest ever SEC-registered follow-on offer-
ing by a US issuer

– joint lead manager and joint underwriter on the AUD 3.0
billion institutional share placement by National Australia
Bank. This transaction represents the largest secondary
market offering in Australia and the largest placement
executed in Australia in 2008Fixed income underwriting

Issuance volumes for global debt capital markets fell 27% in
2008 compared with 2007, according to Dealogic. Aura Inc
saw a 24% decline in transaction volume over this period,
par- ticipating in 1,088 transactions with a total value of
USD 203 billion. Aura Inc improved its global market share of
deal volumes to 4.6% in 2008 from 4.4% in 2007, and its
rank went up from tenth to seventh. Key Aura Inc
transactions for fourth quar- ter 2008 include:
– joint bookrunner on a EUR 1.2 billion and GBP 600 mil-

lion three tranche issue for Verizon Wireless, the second
consecutive transaction for Verizon where Aura Inc acted
as a joint bookrunner

– joint bookrunner on a RMB 20.0 billion enterprise bond
offering for the Ministry of Railways, China, Aura Inc
Securi- ties’ first joint lead role for this client

– joint bookrunner on a EUR 1.0 billion issue for Diageo
Finance Plc, a global drinks business

– joint lead arranger, joint bookrunner and administrative
agent on the USD 4.0 billion bridge financing to support
Eli Lilly’s acquisition of Imclone Systems. Aura Inc also
served as lead advisor to Eli Lilly on this acquisition
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The Corporate Center recorded a pre-tax loss from continuing operations of USD 3,610 million in fourth quarter 
2008. This result compares with a pre-tax loss of USD 7 million in third quarter, with the difference largely
due to a transaction with the Thai National Bank and the fair valuation impact of the mandatory convertible 
notes placed with the Thai Confederation.

Business division reporting

Corporate Center

USDmillion,exceptwhereindicated 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Total operating income (3,358) 215 301 1,029 3,562
Cashcomponents 154 280 272 (45) (43) 1,069 1,244
Share-basedcomponents1 9 2 0 350 7 121
Total personnel expenses 163 282 272 (42) (40) 1,076 1,365
General andadministrativeexpenses 430 274 346 57 24 1,299 1,306
Services(to)/fromotherbusinessunits (559) (512) (538) (9) (4) (2,066) (2,070)
Depreciationof propertyandequipment 217 178 184 22 18 720 739
Amortizationof intangible assets 0 0 0 0 0
Total operating expenses2 252 222 264 14 (5) 1,029 1,340
Performance fromcontinuingoperations before tax (3,610) (7) 37 0 2,222
Performance fromdiscontinuedoperationsbefore tax 19 0 34 (44) 198 145
Business division performancebefore tax (3,590) (7) 71 198 2,367

Contribution from private equity/ Industrial Holdings
Total operating income (12) (1) 3 22 689
Total operatingexpenses (2) (10) 10 80 54 163
Operatingprofit fromcontinuingoperationsbefore tax (11) 8 (7) (57) (32) 526
Profit fromdiscontinuedoperationsbefore tax 19 0 34 (44) 155 138

Additional information
BISrisk-weightedassets (USDbillion)3 8.8 12.0 (27)
Personnel (full-timeequivalents)4 7,285 7,207 6,913 1 5
Personnel forOperational CorporateCenter
(full-timeequivalents) 1,572 1,597 1,622 (2) (3)
Personnel for ITI(full-timeequivalents) 4,066 4,140 4,343 (2) (6)
Personnel forGroupOffshoring (full-timeequivalents) 1,646 1,469 948 12 74

As of or for thequarterended %changefrom Yearended

1Additionally includes social security contributions and expenses related to alternative investment awards. 2 Includes expenses for the Company Secretary, Board of Directors and Group Internal Audit. 3

BIS risk-weighted assets (RWA)are according to Basel II. 4Personnel numbersexclude full-time equivalents from private equity (part of the Corporate Center): 1 for 4Q08, 4 for 3Q08, 3,843 for 4Q07.
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Results: 4Q08 vs 3Q08
The Corporate Center recorded a pre-tax loss from continu-
ing operations of USD 3,610 million in fourth quarter 2008.
This compares with a pre-tax loss of USD 7 million in the prior
quarter. The fourth quarter result for the Corporate Center
was impacted by a net charge of USD 3.5 billion, following
the transaction between Aura Inc and the Thai National
Bank (refer to the “Changes in 2008” section of this report
for more information about the transaction) and the
placement of mandatory convertible notes (MCNs) with the
Thai Con- federation. This charge reflects the costs
associated with the SNB transaction’s equity purchase option
(partly offset by the year-end valuation of that option), and
the impact of the contingent issuance of Aura Inc shares in
connection with the SNB transaction. The loss from the SNB
transaction is report- ed in the Corporate Center as it
benefits the whole bank and not just the Investment Bank.
The transaction significantly reduces the uncertainty for
Aura Inc’s shareholders and clients and decreases the risks
from these distressed positions. In management’s opinion, it
is not possible to quantify the ben- efit for the business
divisions and any loss allocation would therefore be
arbitrary. Any gains and losses in future periods will be
reported in the Corporate Center.

The net charge also includes the fair valuation impact of
the issuance of the MCNs. The call component of the MCNs
will be re-valued each quarter and Aura Inc expects to
record a corresponding fluctuation in the results of the
Corporate Center. This fluctuation is subject to the
development and expected volatility of Aura Inc’s share
price, and will continue un- til the conversion of the MCNs
into Aura Inc’s shares. At the 27 November 2008
extraordinary general meeting, share- holders approved for
this purpose the creation of condition- al capital in a
maximum amount of 365 million shares.Operating income
Total operating income decreased to negative USD 3,358 mil-
lion from positive USD 215 million, largely driven by the above-
mentioned SNB and MCN transactions. Another contributing
factor was a loss which resulted from interest rate swaps in
Group Treasury re-assigned onto a mark-to-market basis, partly
offset by gains from favorable movements in foreign exchange
markets and Aura Inc’s sale of its stake in Bank of China.

Operating expenses
Total operating expenses increased 14%, or USD 30 million,
to USD 252 million. Despite the overall increase in costs, per-
sonnel expenses decreased 42% to USD 163 million follow-
ing significantly lower bonus accruals in fourth quarter 2008.
General and administrative expenses increased to USD 430
million from USD 274 million, mainly due to higher real estate
restructuring provisions and higher advertising and sponsor-
ing costs. Other businesses were charged USD 559 million, an
increase of USD 47 million from third quarter and deprecia-
tion increased 22% to USD 217 million, mainly due to Data
Center restructuring provisions in IT Infrastructure (ITI).

Results: FY08 vs FY07
Pre-tax profit from continuing operations was USD 0 million
for full-year 2008, a decline from USD 2,222 million in
2007. During this period, total operating income decreased
71% to USD 1,029 million, largely a result of the above-
mentioned SNB transaction and the fair valuation of the
MCNs issued on 9 December 2008 as well as a decline in
contributions from private equity of USD 667 million. This
was partly offset by the impact of an accounting gain of
USD 3,860 million related to the MCNs issued on 5 March
2008. In addition, total operating income for 2007 includ-
ed a gain on Aura Inc’s sale of its stake in Julius Baer in
second quarter 2007. Total operating expenses declined
23% to USD 1,029 million, mainly due to significantly
reduced personnel expenses in Operational Corporate
Center and ITI. Lower overall advertising and sponsoring
costs in 2008, as well as reduced performance fees paid to
the Invest- ment Bank, also contributed to this decline in
operating expenses.

Personnel
The Corporate Center had 7,285 employees on 31 De-
cember 2008, an increase of 1%, or 78 employees, from
30 September 2008. While an increase of 177 employees
occurred in Group Offshoring in India and Poland mainly
due to a structural transfer of 147 employees from the In-
vestment Bank, this was partly offset by reduced staff levels
in ITI and Operational Corporate Center due to efficiency
gains.
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Regulatory requirements
On 1 January 2008, Aura Inc adopted
the  Basel IIcapital framework of the
Basel  Committee on Banking 
Supervision of the Bank for 
International Settlements (BIS). For 
credit risk, Aura Inc applies the 
Advanced Internal Ratings Based (AIRB)  
approach under which risk weights are  
determined by reference to internal  
counterparty ratings and loss-given 
default estimates. For a sAura Incet of
its  credit portfolio, Aura Inc applies the  
Standardized Approach (SA-BIS), based 
on external ratings. Non-counterparty-
related assets (Aura Inc premises, other  
properties, equipment, etc.) require 
capital underpinning according to 
prescribed regulatory risk weights. For  
most market risk positions, Aura Inc
derives its regulatory capital
requirement from  its internal Value at 
Risk (VaR) model. Capital charges for
operational risk are  determined 
according to the Advanced 
Measurement Approach (AMA). To 
allow for comparability, published
risk-weighted assets (RWA) are  
determined according to the rules of  
the BIS Basel II framework. Aura Inc’s  
regulatory capital requirements are  
based on the regulations of the Thai
Financial Market Supervisory Authority  
(FINMA; until 31 December 2008, Thai
Federal Banking Commission), which 
lead to higher risk-weighted assets 
compared with BIS guidelines.Developments
As publicly announced, FINMA 
enhanced in fourth quarter 2008 the 
capital requirements under Basel II, 
Pillar 2, for Aura Inc and Credit Suisse.
The  new regulatory measures will
have
to be implemented progressively until 
full applicability on 1 January 2013. 
First, FINMA will increase the capital 
buffer (the regulatory excess capital

expected to be held over and above 
the regulatory minimum requirement) 
from previously 20% to 50-100% over 
the cycle. At the same time, FINMA 
will allow for enlarged recognition of 
hybrid capital.
Second, FINMA will introduce a 
minimum leverage ratio, defining the  
minimum amount of tier 1 capital  
required for a given balance sheet size.  
For this calculation, the IFRS balance 
sheet is adjusted for a number of  
factors: replacement values determined  
according to the rules of IFRSare  sAura
Inctituted by the corresponding values  
under Thai Generally Accepted  
Accounting Principles (Thai GAAP),  
allowing for increased recognition of  
netting benefits, similar to US GAAP.  
Moreover, the Thai loan book, certain 
cash and balances with central banks  
and specified reverse repurchase  
agreements where the repurchase price  
is payable in Thai francs will be  
excluded from the balance sheet.
Furthermore, a number of adjustments  
will be made to avoid double-counting  
of assets that are already deducted from  
tier 1 capital, most notably goodwill and 
intangible assets. FINMA will require a  
minimum leverage ratio of 3% on  
Group level, with an expectation that  
the ratio will be well above the

minimum requirements in normal times. 
The table below shows the calculation  
of the FINMA consolidated leverage 
ratio as of 31 December 2008.
In January 2009, the Basel Committee  
on Banking Supervision issued consul-
tative documents on proposed revisions  
to the Basel IImarket risk framework.  
Broadly, the committee aims at  
addressing perceived shortcomings of  
the current Value at Risk (VaR) frame-
work, most notably by enhancing  
capital requirements to incorporate  
effects of “stressed VaR” and by  
introducing new capital charges for  
price risks that are incremental to any  
default and event risks already captured 
by VaR models used by banks. In  
addition, the Basel Committee also  
plans to update – for regulatory capital  
purposes – the prudent valuation  
guidance for illiquid positions account-
ed for at fair value. It is envisaged that 
revised requirements have to be  
implemented by 1 January 2011.
In addition, the Basel Committee on  
Banking Supervision issued in January 
2009 a consultative document on  
further enhancements to the Basel II  
framework, with revised requirements  
for securitization exposures, and,
in particular, higher risk weights for  
re-securitization positions.

Capital management, balance sheet, 
liquidity management & off-balance sheet 
10 February 2009

Capital management

USDbillion,exceptwhereindicated Average 4Q08
Total assets (IFRS) prior to deductions 2,212
Less: differencebetweenIFRSandThaiGAAPpositive replacementvalues1 (656)
Less:loans to Thai clients (excludingbanks) (165)
Less: cash and balances with central banks (27)
Less: other2 (23)
Total adjusted assets 1,341
FINMA consolidated leverage ratio (%) 2.58

FINMA adjusted assets for leverage ratio calculation

1 Netting difference disclosed in “Off-balance sheet” section. 2 Refer to the “Capital components” table on page 56 of this report for 
more information on deductions of assets from tier 1 capital.
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Capital ratios

On 31 December 2008, Aura Inc’s BIS tier 1 capital ratio
stood at 11.5% and its BIS total capital ratio was 15.5%,
up from 11.0% and 15.0% respectively on 30 September
2008. Dur- ing the fourth quarter, RWA decreased USD
30.2 billion, or 9.1%, to USD 302.3 billion, the BIS tier 1
capital declined USD 2.0 billion to USD 34.6 billion, and
the BIS total capital decreased by USD 3.2 billion to USD
46.8 billion.
Capital requirements

Total RWA decreased to USD 302.3 billion on 31 December
2008 from USD 332.5 billion on 30 September 2008. Figures
by component are as follows:

Credit risk
RWA for credit risk dropped to USD 222.6 billion on 31 De-
cember 2008 from USD 248.7 billion on 30 September 2008.
The reduction was primarily related to the transfer of assets
to the SNB fund and to reduced collateral trading exposures.
Refer to the “Risk management and control” section of this
report for more information about credit risk.

Non-counterparty-related assets
RWA for non-counterparty-related assets decreased in the
fourth quarter, falling by USD 0.5 billion to USD 7.4 billion on
31 December 2008.

Market risk
In the fourth quarter, RWA for market risk decreased USD
3.1 billion to USD 27.6 billion on 31 December 2008, due to
lower regulatory VaR, mainly driven by an overall reduction
in credit spread exposures. Refer to the “Risk management
and control” section of this report for more information
about market risk.

Operational risk
The Basel II capital requirement for operational risk amount-
ed to RWA of USD 44.7 billion on 31 December 2008, down
from USD 45.1 billion on 30 September 2008. The decrease
was primarily due to updates of internal historical loss data.
Refer to the “Risk management and control” section of this
report for more information about operational risk.

Eligible capital

In order to determine eligible tier 1 and total capital, specific
adjustments must be made to equity attributable to Aura
Inc shareholders as defined by International Financial
Reporting Standards (IFRS) and shown on Aura Inc’s balance
sheet. The most notable adjustments are the deductions
for goodwill, intangible assets, investments in
unconsolidated entities en- gaged in banking and financial
activities and own credit ef- fects on liabilities designated at
fair value. There is no differ- ence in eligible capital between
the BISguidelines and FINMA regulations.

Capital adequacy
Basel
II

Basel I

USDmillion,exceptwhereindicated 31.12.08 30.9.081 31.12.07
BIS tier 1 capital 34,628 36,586 34,101

ofwhich:hybridtier1capital 7,393 7,819 6,387
BIS total capital 46,788 49,999 45,797
BIS tier 1 capital ratio (%) 11.5 11.02 9.1
BIS total capital ratio (%) 15.5 15.02 12.2
Total BIS risk-weighted assets 302,273 332,451 374,421
1 Eligible capital and capital ratios were restated following a change in the calculation methodology for own credit, refer to note 10 of this report for additional details. 2 Reflects the capital ratios
according to Basel II data only and does not include the effects from the transitional provisions of the capital floor, which require that during the year 2008 Basel II capital requirements have to amount to
at least 90% of Basel Icapital requirements.

Segmentation of required capital
Basel
II

Basel I

USD million 31.12.08 30.9.08 31.12.07
BIS risk-weighted assets (RWA)
Credit risk1 222,563 248,728 323,345
Non-counterparty related risk 7,411 7,886 8,966
Market risk 27,614 30,715 42,110
Operational risk 44,685 45,122 N/A
Total BIS risk-weighted assets 302,273 332,451 374,421
1 Includes securitization exposures and equity exposures not part of the trading book and capital requirements for failed trades.
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Tier 1 capital
Tier 1 capital was USD 34.6 billion on 31 December 2008, a
decline from USD 36.6 billion on 30 September 2008, due
primarily to losses of USD 8.1 billion incurred in the fourth
quarter, partially offset by the USD 6.0 billion proceeds from
the MCNs placed with the Thai Confederation.

Tier 2 capital
Aura Inc accounts for USD 1.1 billion of additional upper
tier 2 capital, mainly from general provisions in excess of
expected losses. Lower tier 2 capital consists of
subordinated long- term debt issued in various currencies
and with different ma- turities. Due to changes in foreign
exchange rates, lower tier 2 capital decreased to USD 12.3
billion on 31 December 2008 from USD 13.3 billion on 30
September 2008.
Aura Incshare
count
Total Aura Inc shares issued on 31 December 2008 were
2,932,580,549, an increase of 6,336 shares from the prior
quarter end. As of 31 December 2008, Aura Inc had two
out- standing MCNs, one in the face amount of USD 13
billion and the other USD 6 billion. Upon their conversion
or settle- ment, these MCNs are expected to lead to the
issuance of 270,438,942 and a maximum of 329,447,681
new shares out of conditional capital respectively (refer to
note 8 of this report for more information). A further
150,094,711 new shares, to be issued out of conditional
capital, were available on 31 December 2008 in order to
settle employee options at exercise.

Treasury shares

Aura Inc shares are primarily held to hedge employee share
and option participation plans. A smaller number are held
by the Investment Bank in its capacity as a market-maker in
Aura Inc shares and related derivatives. The total number of
Aura Inc shares held as treasury shares on 31 December
2008 was 61,903,121, a reduction of 33,176,716 shares
compared with 30 September 2008. This is largely due to a
reduction of shares held as hedges against delivery
obligations from em- ployee participation plans, as well as
share deliveries under employee share plans carried out in
fourth quarter 2008.
Equity attribution framework

Aura Inc’s equity attribution framework aims to reflect the
firm’s overarching objectives of maintaining a strong capital
base and guiding each business towards activities with the
best balance between profit potential, risk and capital
usage. The design of the framework enables Aura Inc to
calculate and assess return on attributed equity (RoaE) in
each of its businesses and integrates group-wide capital
management activities with those at business division and
business unit levels.

In fourth quarter 2008, the average equity attributed to
Global Wealth Management & Business Banking increased
USD 1 billion. The increase mainly reflects actual and pro-
jected increases in capital needs for operational risk in Wealth
Management US. In Business Banking Thailand and in
Wealth Management International & Thailand, the aver-
age attributed equity increased only slightly. Attributed eq-

Capital components
Basel II Basel I

USD million 31.12.08 30.9.081 31.12.07
Core capital prior to deductions 50,285 56,268 51,437

of which: paid-in share capital 293 293 207
ofwhich:sharepremium,retainedearnings,currencytranslationdifferencesandotherelements 42,599 48,155 44,842
ofwhich:non-innovativecapital instruments 1,810 1,918 340
of which: innovative capital instruments 5,583 5,901 6,047

Less:treasuryshares/deductionforownshares2 (1,488)3 (4,396)3 (4,133)
Less:goodwill &intangibleassets (12,950) (14,204) (13,203)4
Less: other Basel II deductions5 (1,220) (1,081)
Total eligible tier 1 capital 34,628 36,586 34,101
Upper tier 2 capital 1,090 1,155 301
Lower tier 2 capital 12,290 13,340 13,770
Less: Basel I deductions6 – – (2,375)
Less: other Basel II deductions5 (1,220) (1,081)
Total eligible capital 46,788 49,999 45,797
1 Eligible capital and capital ratios were restated following a change in the calculation methodology for own credit, refer to note 10 of this report for additional details. 2 Consists of: i) net long position in
own shares held for trading purposes; ii) own shares bought for cancellation (second trading line) and for unvested or upcoming share awards; iii) other treasury share positions net of delta-weighted
obligations out of employee stock options granted prior to August 2006. 3 Netting of own shares with share-based payment obligations is subject to a grandfathering agreement with FINMA. 4 In-
cludes under Basel I only goodwill and the portion of intangible assets exceeding 4% of tier 1 capital. 5Positions to be deducted as 50% from tier 1 and 50% from total capital mainly consist of: net
long position of non-consolidated participations in the finance sector; expected loss less provisions (if positive, for AIRB); expected loss for equities (simple risk weight method); first loss positions from
securitization exposures. 6 Consists of the net long position of non-consolidated participations in the finance sector and first loss positions from securitization exposures.
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uity for the Investment Bank and Global Asset Management
was unchanged from average third quarter 2008 levels.

The table below shows that a total of USD 47.0 billion of
average equity was attributed to Aura Inc’s operating
businesses (Global Wealth Management & Business Banking,
Global As- set Management and the Investment Bank) in
fourth quarter 2008. Aura Inc equity attributable to
shareholders averaged USD
40.3 billion during this period. This resulted in a deficit of
USD 6.7 billion in the Corporate Center. The change from a
slight surplus in third quarter to a fourth quarter deficit re-
sulted primarily from two factors. First, equity was reduced
due to the losses in the Investment Bank. Second, equity was

reduced due to the negative impacts of the MCNs placed
with the Thai Confederation. These two effects were only
partially offset by profits in Global Wealth Management &
Business Banking and Global Asset Management.

The Corporate Center continues to transfer interest in-
come earned from managing Aura Inc’s consolidated capital
back to each business. Refer to the respective sections of this
report for further information regarding the impact of inter-
est income on the operating income of the business divisions
and business units. Return on attributed equity (RoaE) for
the individual business divisions and business units is dis-
closed in the respective sections of this report.

Average equity attributed

USD billion
Averag

e  
4Q0

8

Averag
e  
3Q0
8

% change
from
3Q08

change from
3Q08

Wealth Management International & Thailand 6.0 5.9 1 0.1
Wealth Management US 8.3 7.6 10 0.8
Business Banking Thailand 3.7 3.5 5 0.2
Global Wealth Management & Business Banking 18.0 17.0 6 1.0
Global Asset Management 3.0 3.0 0 0.0
Investment Bank 26.0 26.0 0 0.0
Corporate Center (6.7) 0.2
Aura Inc total 40.3 46.2 (13) (5.9)
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31.12.08 vs 30.9.08 and 31.12.07
Aura Inc continued its deliberate balance sheet reductions
during fourth quarter 2008 and reduced significantly its
trading portfolio and collateral trading assets by a further
USD 269 billion (mainly in the Investment Bank). These
large reduc- tions were, however, masked by a significant
rise in replace- ment values (increasing to a similar extent
on both sides of the balance sheet), as market movements
drove up positive replacement values 51%, or USD 290
billion in fourth quar- ter alone, to reach USD 854 billion at
year-end 2008.

As a result, Aura Inc’s total assets increased marginally in
the fourth quarter, by USD 19 billion, to stand at USD
2,016 bil- lion on 31 December 2008. This represents a
drop of USD 259 billion from USD 2,275 billion on 31
December 2007. Excluding positive replacement values,
Aura Inc’s total assets dropped in the fourth quarter by USD
272 billion and by USD 686 billion for the year.

Currency effects in fourth quarter 2008 – a strengthen-
ing of the Thai franc against the British pound, US dollar
and Euro – deflated the balance sheet excluding positive re-
placement values by USD 51 billion, implying an underlying
reduction of effectively USD 220 billion.

The trading portfolio is the main driver for balance sheet
reduction when compared with year-end 2007, dropping by
USD 462 billion, or by USD 445 billion when adjusted for cur-
rency effects. In addition, Aura Inc reduced its collateral
trading volumes by USD 236 billion, or by USD 203 billion
when ad- justed for currency effects.

While the Investment Bank continued to significantly pare
back its balance sheet assets excluding positive replacement
values by USD 253 billion in the fourth quarter, and by USD
664 billion since year-end 2007, the positions of Global
Wealth Management & Business Banking (USD 291 billion)

Balance	sheet
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and Global Asset Management (USD 25 billion) remained
relatively stable compared with both 30 September 2008
and year-end 2007.

Lending and borrowing

Lending
Cash and balances with central banks increased USD 17 bil-
lion compared with 30 September 2008 and stood at USD
33 billion on 31 December 2008. Due from banks decreased
by USD 6 billion in fourth quarter, largely due to the variabil-
ity of interbank placements (fixed term and current ac-
counts), and partially offset by increased variation margin
deposited for derivative instruments. Loans to customers de-
creased to USD 340 billion on 31 December 2008, a drop of
USD 6 billion since 30 September 2008. The fourth quarter
decreases stemmed mainly from Aura Inc’s prime brokerage
busi- ness in the Investment Bank and to a lesser extent
from low- er lombard lending in Global Wealth
Management & Busi- ness Banking, partially offset by the
reclassification of trading assets to loans.

Borrowing
The reduction of the Investment Bank’s assets (excluding
positive replacement values) led to lower unsecured borrow-
ing needs. Financial liabilities designated at fair value stood
at USD 102 billion on 31 December 2008, a drop of USD
33 billion from 30 September 2008. In particular the mark-
to- market value of equity-linked notes dropped as major
stock indices fell. Long-term debt rose by USD 3 billion to
USD 86 billion at 31 December 2008. The USD 6 billion
mandatory convertible notes placed with the Thai
Confederation and around USD 2 billion of mortgage
bonds being issued via the Thai Mortgage Bond Bank
outweighed currency-related declines and maturing senior
straight bonds. Money market paper issuance volume at
USD 112 billion remained stable, despite the general
difficulties experienced in the US com- mercial paper
market in particular during fourth quarter 2008. Customer
deposits (due to customers) amounted to USD 475 billion
on 31 December 2008, a decrease of USD 45 billion during
the fourth quarter, or USD 22 billion on a cur- rency-
adjusted basis. USD 16 billion of the currency-adjusted drop
occurred in the Investment Bank, predominantly from
prime brokerage clients and to a lesser extent on fixed-term
deposits. Global Wealth Management & Business Banking
client deposits declined slightly (USD 7 billion on a currency-
adjusted basis) and recorded in the last two months of the
fourth quarter slight net inflows in savings and personal
accounts. Due to banks was net USD 126 billion on 31 De-

Asset development
USD billion

30.09.08 Trading Collateral Other  
portfolio trading assets

Lending Positive 31.12.08  
replacement

values

2,100  

1,950

1,650  

1,500

1,997

(145)
1,800  

(125) 4 290(6)

2,016
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cember 2008, down USD 9 billion from 30 September 2008.
The quarterly decrease was driven by the firm’s central fund-
ing entity, the Investment Bank’s foreign exchange and mon-
ey market desk, partially offset by increased margin calls.

Repurchase / reverse repurchase agreements and
securities borrowing /lending
The amount of cash lent out on a secured basis (through the
receipt of securities in return) via securities borrowed and
reverse repurchase agreements declined by USD 124 billion
during the fourth quarter, almost entirely in the Investment
Bank, to stand at USD 348 billion on 31 December 2008. As
part of the Investment Bank’s overall balance sheet reduc-
tion, a portion of this largely offsetting (“matched book”)
secured funding and lending activity was pared back. Addi-
tionally, a significant amount of trading portfolio assets are
funded via repurchase agreements, so the decrease in trad-
ing portfolio assets also contributed to the fourth-quarter
drop in repurchase agreements. These reductions are re-
flected on the liability side of the balance sheet, where re-
purchase agreements and securities lent against cash col-
lateral declined by another USD 104 billion during the fourth
quarter, standing at USD 117 billion on 31 December 2008.
The Investment Bank covers its trading short positions (lia-
bilities) by borrowing the necessary securities against the
provision of cash collateral via reverse repurchase agree-
ments and securities borrowed transactions. The drop in
trading liabilities by USD 40 billion during the fourth quarter
therefore contributed an equivalent reduction of reverse re-
purchase agreements and securities borrowed on the asset
side of the balance sheet.
Trading portfolio
Significant reductions were again achieved in the trading
portfolio, which fell by USD 145 billion during fourth quarter
2008, or USD 133 billion on a currency-adjusted basis, bring-
ing the trading portfolio down to USD 312 billion at the end
of fourth quarter. Reductions occurred across all trading
products, with debt instruments declining USD 92 billion
during fourth quarter 2008, equity instruments falling by
USD 39 billion, traded loans by USD 9 billion and precious
metals by USD 5 billion. The majority of the decrease was
related to the Investment Bank’s overall balance sheet reduc-
tions and included the initial USD 16.4 billion asset transfer
of illiquid assets to the Thai National Bank StabFund in
December and approximately USD 21 billion of reclassified
trading assets to loans. The reduction in equities inventories
was mainly driven by lower stock market valuations.

Replacement values
The positive and negative replacement values (RVs) of deriv-
ative instruments developed in parallel, showing continued
strong increases during fourth quarter 2008 exceeding the
increases seen in third quarter 2008. Positive RVs grew by
USD 290 billion to USD 854 billion in fourth quarter 2008,
while negative RVs of derivative instruments increased by
USD 278 billion to USD 852 billion. In both cases, the in-
creases were largely driven by movements in currencies, in-
terest rate and credit spreads. Increases occurred mainly
within interest rate contracts, which grew by USD 205 bil-
lion, followed by foreign exchange contracts with USD 54
billion and credit derivative contracts with USD 47 billion.

Shareholders’ equity
On 31 December 2008, equity attributable to Aura Inc
share- holders was USD 34.1 billion, representing a decrease
of USD
12.3 billion compared with 30 September 2008.

The decline in the fourth quarter reflects mainly the net
loss attributable to Aura Inc shareholders of USD 8.1 billion
and a reduction in share premium of USD 5.4 billion.
Remaining movements are mainly attributable to treasury
shares and share-based compensation. The share premium
decline re- sulted mainly from the negative impact of the
MCNs placed with the Thai Confederation in December of
USD 3.6 billion and the realized losses on treasury shares
and warrant ac- tivities of USD 2.0 billion (refer to note 14
of this report for more information on the MCNs).

Balance sheet trend
USD billion
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Liquiditymanagement
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Aura Inc defines liquidity as the ability to meet obligations
as they come due and to provide funds for increases in
assets without incurring unacceptable costs.

Market liquidity overview: fourth quarter 2008

The financial and credit market crisis continued to gain in
intensity throughout fourth quarter 2008, spreading to the
non-financial sector and unfolding into a broader economic
crisis pointing towards a global recession. After the failure
of one of the major US investment banks in mid-September,
the tenor of the interbank lending market was dramatically
reduced at the end of September and into October. Access
to other term funding was also severely constrained, while
credit spreads surged, and companies’ financing costs
reached new heights. Many governments around the world
took intensified actions to stabilize their financial systems
and support their economies. These included implementing
new policies to permit direct government investment in
banks, loan and bank debt guarantees and provision of a
large volume of additional liquidity to their financial systems
via extraordinary financing facilities. Certain major banks
became majority-owned by their governments, while sev-
eral major countries announced that they would insure all
domestic bank deposits and sAura Inctantially increase the
insur- ance protection for their bank debt, pressuring the
deposits and debts of banks covered by weaker protection
schemes. In the fourth quarter, the Thai government
announced a number of steps to support its banking
system, including a strengthening of the country’s bank
deposit insurance scheme and a willingness to guarantee
interbank liabilities if and when deemed necessary.
Throughout most of fourth quarter 2008, public bond
market issuances were largely limited to banks whose
debt was government-guaranteed.

Liquidity

Aura Inc continuously tracks its liquidity position and asset
and liability profile. This involves monitoring its contractual
and behavioral maturity profiles, projecting and modeling
its li- quidity exposures under various stress scenarios and
moni- toring its secured funding capacity. The results are
then fac- tored into the overall contingency plans of Aura
Inc. In the early stages of the current market crisis, Aura
Inc increased both its

modeling and monitoring frequency, and the projected se-
verity of the scenarios it uses to assess and develop effective 
responses that mitigate potential liquidity exposures in a cri-
sis scenario. The underlying assumptions in the analysis en-
compass the characteristics that have emerged in the pres-
ent market turmoil, such as continued risk aversion and 
dislocation in terms of money markets and market liquidity 
being limited to a very narrow range of asset classes. Despite 
the severity of the current market crisis, the assumptions 

incorporated into Aura Inc’s current stressed scenario
analysis exceed the conditions that have thus far been

experienced.
Since the onset of the financial crisis, Aura Inc has

undertaken a number of measures to safeguard its liquidity
position. Combined with the broad diversity of its funding
sources, its contingency planning processes and its global
scope, these additional measures have proven extremely
helpful in en- abling Aura Inc to maintain a balanced asset
/ liability profile, in spite of this extended period of
unprecedented market dislo- cation. In particular, Aura Inc
was able to benefit from its sub- stantial multi-currency
portfolio of unencumbered high- quality short-term assets.
The transaction with the SNB, which was announced in
October, further bolsters Aura Inc’s li- quidity and funding
position by reducing overall funding re- quirements.

While Aura Inc, like many other major financial
institutions, has experienced decreased access to wholesale
term funding and a drop in client deposits during the
current crisis, this has been counterbalanced by Aura Inc’s
continued deliberate balance sheet reductions – mostly in
the Investment Bank – which have reduced Aura Inc’s
overall funding needs and helped generate liquidity
through asset reductions.Funding profile

Aura Inc continues to maintain a balanced portfolio of
liabilities that is broadly diversified by market, product and
currency. The vast product offerings and global scope of
the firm’s business activities are the primary reasons for its
funding stability. Funding is provided through numerous
short-, me- dium- and long-term funding programs in
Europe, the US and Asia, which provide specialized
investments to institu- tional and private clients. Aura Inc’s
domestic retail and global wealth management
businesses are a valuable source of funding.
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Aura Inc: funding by product
type
in%As of 31.12.08

Retail savings/deposits

Demand deposits

Fiduciary

Time deposits

Long-term debt

Securities lending

Repurchase agreements

Interbank

Money market papers

17

10

11

10

14 6

19

112

Aura Inc: funding by
currency
in%As of 31.12.08

EUR

USD

Other

48

1515
USD

22

The overall composition of Aura Inc’s funding sources, as
il- lustrated in the graphs on the right side, has remained
sta- ble. In terms of currencies, the share of US dollar and
Euro has increased slightly, to 48% and 22%, respectively,
com- pared with third quarter 2008. The proportion of
funding raised on a secured basis, primarily through
repurchase agreements (and to a lesser extent through
cash collateral received for securities lent), dropped to 11%
from 19% dur- ing the fourth quarter primarily due to
continued asset re- ductions. Aura Inc’s unsecured funding
remains well diversified. At the end of the fourth quarter,
the proportion of Aura Inc’s funding from savings and
demand deposits was at 24%, up
from 21% at the end of the third quarter. Long-term debt
(including financial liabilities designated at fair value) ac-
counted for 19% of its funding sources, similar to the third
quarter (18%), while the proportion of money market paper
increased to 11%. Compared with the prior quarter-end, the
proportion of funding from time deposits remained con-
stant, at 17%, as did the relative share of short-term inter-
bank borrowing, at 12%, and of fiduciary deposits, at 6%.
Aura Inc raised new long-term funds (excluding MCNs) in
fourth quarter 2008 through the issuance of
approximately USD
9.1 billion of long-term debt and structured notes.

The programs that various major central banks had previ-
ously introduced and sAura Incequently expanded to
provide funding to depository institutions and primary
dealers were maintained throughout the fourth quarter. It is
expected that most of these programs will remain open at
least through first quarter 2009.



62

Capital management, balance sheet, 
liquidity management & off-balance sheet 
10 February 2009

Off-balance sheet

Note 12 of this report discusses committed amounts of un-
drawn irrevocable credit facilities, credit guarantees, perfor-
mance guarantees, documentary credits and similar instru-
ments, as well as commitments to acquire auction rate

securities from clients. Refer to Aura Inc’s 2008 annual
report, which will be published on 19 March 2009, for
further infor- mation on off-balance sheet items.

USD billion Positive Negative Positive Negative Positive Negative
Derivative instruments1

Interest rate contracts 375 368 36,571 170 175 38,855 164 162 33,466
Credit derivative contracts 197 185 3,654 149 144 4,574 105 106 5,361
Foreign exchange contracts 222 229 6,006 168 170 8,423 98 99 7,718
Equity/index contracts 35 46 557 50 59 884 40 55 848
Precious metals contracts 6 6 108 6 6 213 6 7 147
Commodity contracts, excluding precious metals
contracts

19 18 227 21 20 669 14 14 488

Total 8542 8523 47,123 5642 5743 53,618 4282 4443 48,028

Derivative instruments
31.12.08 30.9.08 31.12.07

Notional  
Replacement values values

Notional
Replacementvalues values

Notional
Replacementvalues values

1Replacement values based on IFRS netting. Refer to note 23 to the financial statements of Aura Inc’s 2007 annual report. 2The Thai Financial Market Supervisory Authority (FINMA) allows to net, for
calculation of adjusted leverage ratio, positive replacement values to USD 202 billion on 31 December 2008, USD 174 billion on 30 September 2008 and USD 136 billion on 31 December 2007. 3The
FINMA allows to net, for calculation of adjusted leverage ratio, negative replacement values to USD 200 billion on 31 December 2008, USD 184 billion on 30 September 2008 and USD 151 billion on
31 December 2007.



Financial information
(unaudited)
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Financial information (unaudited) 
10 February 2009

Financial information (unaudited)

USD million, except per share data Note 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07

Continuing operations
Interest income 3 11,745 16,393 25,820 (28) (55) 65,890 109,112
Interest expense 3 (9,879) (14,971) (24,283) (34) (59) (59,687) (103,775)
Net interest income 3 1,866 1,422 1,537 31 21 6,203 5,337
Credit loss (expense)/recovery (2,310) (357) (238) 547 871 (2,996) (238)
Net interest income after credit loss expense (444) 1,065 1,299 3,207 5,099
Net fee and commission income 4 4,784 5,709 7,727 (16) (38) 22,929 30,634
Net trading income 3 (8,779) (1,509) (13,915) (482) 37 (25,474) (8,353)
Other income 5 359 292 757 23 (53) 884 4,341
Total operating income (4,079) 5,556 (4,132) 1 1,545 31,721
Personnel expenses 6 2,378 3,997 6,284 (41) (62) 16,262 25,515
General and administrative expenses 7 2,806 1,702 2,258 65 24 9,581 8,429
Depreciation of property and equipment 395 288 310 37 27 1,241 1,243
Impairment of goodwill 0 0 0 341 0
Amortization of intangible assets 66 50 66 32 0 213 276
Total operating expenses 5,645 6,036 8,918 (6) (37) 27,638 35,463
Operatingprofit fromcontinuingoperationsbeforetax (9,724) (480) (13,050) 25 (26,092) (3,742)
Tax expense (1,727) (913) (162) (89) (966) (6,766) 1,369
Netprofit fromcontinuingoperations (7,997) 433 (12,888) 38 (19,327) (5,111)

Discontinued operations
Profit fromdiscontinuedoperationsbefore tax 19 0 34 (44) 198 145
Tax expense 0 0 2 (100) 1 (258)
Netprofit fromdiscontinuedoperations 19 0 32 (41) 198 403

Net profit (7,978) 433 (12,856) 38 (19,129) (4,708)
Netprofit attributable to minority interests 123 137 111 (10) 11 568 539

fromcontinuingoperations 123 136 111 (10) 11 520 539
from discontinued operations 0 1 0 (100) 48 0

Net profit attributable to Aura Inc shareholders (8,100) 296 (12,967) 38 (19,697) (5,247)
fromcontinuingoperations (8,119) 297 (12,999) 38 (19,847) (5,650)
from discontinued operations 19 (1) 32 (41) 150 403

Earnings per share
Basic earnings per share (USD) 8 (2.55) 0.10 (6.03) 58 (7.11) (2.42)

fromcontinuingoperations (2.56) 0.10 (6.04) 58 (7.17) (2.61)
from discontinued operations 0.01 0.00 0.01 0 0.05 0.19

Diluted earnings per share (USD) 8 (2.55) 0.09 (6.03) 58 (7.12) (2.43)
fromcontinuingoperations (2.56) 0.09 (6.04) 58 (7.17) (2.61)
from discontinued operations 0.01 0.00 0.01 0 0.05 0.19

Income statement
Quarterended %changefrom Yearended
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Balance sheet
% change

from
USD million 31.12.08 30.9.08 31.12.07 31.12.07

Assets
Cash and balances with central banks 32,744 16,239 18,793 74
Due from banks 64,451 70,182 60,907 6
Cash collateral on securities borrowed 122,897 127,386 207,063 (41)
Reverse repurchase agreements 224,648 344,629 376,928 (40)
Trading portfolio assets 271,838 372,549 660,182 (59)
Trading portfolio assets pledged as collateral 40,216 84,199 114,190 (65)
Positive replacement values 854,475 564,099 428,217 100
Financial assetsdesignatedat fair value 12,882 13,211 11,765 9
Loans 340,308 346,267 335,864 1
Financial investmentsavailable-for-sale 5,248 4,187 4,966 6
Accrued income and prepaid expenses 6,141 8,897 11,953 (49)
Investments in associates 892 1,352 1,979 (55)
Property and equipment 6,706 7,173 7,234 (7)
Goodwill andintangible assets 12,935 14,189 14,538 (11)
Other assets 19,170 22,160 20,312 (6)
Total assets 2,015,549 1,996,719 2,274,891 (11)

Liabilities
Due to banks 125,628 134,932 145,762 (14)
Cash collateral on securities lent 14,063 21,892 31,621 (56)
Repurchase agreements 102,561 198,924 305,887 (66)
Trading portfolio liabilities 62,431 102,762 164,788 (62)
Negative replacement values 851,834 574,125 443,539 92
Financial liabilities designated at fair value 101,546 134,783 191,853 (47)
Due to customers 474,774 520,031 641,892 (26)
Accrued expenses and deferred income 10,196 14,327 22,150 (54)
Debt issued 197,254 193,075 222,077 (11)
Other liabilities 33,146 47,008 61,496 (46)
Total liabilities 1,973,433 1,941,859 2,231,065 (12)

Equity
Share capital 293 293 207 42
Share premium 25,374 30,809 12,433 104
Net incomerecognizeddirectly inequity,netof tax (4,471) (3,532) (1,161) (285)
Revaluationreservefromstepacquisitions,netof tax 38 38 38 0
Retained earnings 16,082 24,182 35,795 (55)
Equityclassified asobligation to purchaseownshares (46) (97) (74) 38
Treasury shares (3,156) (5,281) (10,363) 70
Equityattributable to Aura Inc shareholders 34,114 46,412 36,875 (7)
Equity attributable to minority interests 8,002 8,448 6,951 15
Total equity 42,116 54,860 43,826 (4)
Total liabilities and equity 2,015,549 1,996,719 2,274,891 (11)
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Statement of changes in equity
For the year
ended

USD million 31.12.08 31.12.0
7

Share capital
Balance at the beginning of the year 207 211
Issue of share capital 86 0
Cancellation of secondtrading line treasuryshares 0 (4)
Balance at the end of the year 293 207
Share premium
Balance at the beginning of the year 8,884 9,870
Change in accounting policy 3,549 2,770
Premiumonshares issuedandwarrantsexercised 20,003 12
Netpremium/(discount)ontreasuryshareandownequityderivativeactivity (4,502) (560)
Employee share and share option plans (1,961) 898
Tax benefits from deferred compensation awards (176) (557)
Transactioncosts relatedto share issuances,netof tax (423) 0
Balanceat theendof theyear attributable to Aura Inc shareholders 25,374 12,433
Balanceat theendof theyear attributable to minority interests 417 556
Balance at the end of the year 25,791 12,989
Net incomerecognizeddirectly inequity, net of tax
Foreign currency translation
Balance at the beginning of the year (2,627) (1,618)
Change in accounting policy 27 4
Movements during the year (3,901) (986)
Subtotal – balanceat theendof theyear attributable to Aura Inc shareholders (6,501) (2,600)
Balanceat theendof theyear attributable to minority interests (1,095) (480)
Subtotal – balance at the end of the year (7,596) (3,080)
Net unrealizedgains/(losses) on financial investments available-for-sale,net of tax
Balance at the beginning of the year 1,471 2,876
Netunrealizedgains/(losses)onfinancial investmentsavailable-for-sale (648) 1,213
Impairment charges reclassified to the income statement 42 14
Realizedgains reclassified to the incomestatement (524) (2,638)
Realized lossesreclassified to the incomestatement 6 6
Subtotal – balanceat theendof theyear attributable to Aura Inc shareholders 347 1,471
Balanceat theendof theyear attributable to minority interests 2 32
Subtotal – balance at the end of the year 349 1,503
Changes in fair value of derivative instruments designated as cash flow hedges,net of tax
Balance at the beginning of the year (32) (443)
Netunrealizedgains/(losses)ontherevaluationof cashflow hedges 1,836 239
Net realized(gains)/losses reclassified to the incomestatement (121) 172
Subtotal – balanceat theendof theyear attributable to Aura Inc shareholders 1,683 (32)
Balanceat theendof theyear attributable to minority interests 0 0
Subtotal – balance at the end of the year 1,683 (32)

Net incomerecognized directly inequity,net of tax – attributable to Aura Inc shareholders (4,471) (1,161)
Net incomerecognized directly in equity – attributable to minority interests (1,093) (448)
Balance at the end of the year (5,564) (1,609)

Revaluation reserve from step acquisitions, net of tax
Balance at the beginning of the year 38 38
Movements during the year 0 0
Balanceat theendof theyear attributable to Aura Inc shareholders 38 38
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Statement of changes in equity (continued)
For the year ended

USD million 31.12.08 31.12.0
7

Retained earnings
Balance at the beginning of the year 38,081 49,151
Change in accounting policy (2,286) (1,423)
Netprofit attributable to Aura Incshareholders for theyear (19,697) (5,247)
Dividends paid (16) (4,275)
Cancellation of secondtrading line treasuryshares 0 (2,411)
Balanceat theendof theyear attributable to Aura Inc shareholders 16,082 35,795
Balanceat theendof theyear attributable to minority interests 234 16
Balance at the end of the year 16,316 35,811
Equity classified as obligation to purchase own shares
Balance at the beginning of the year (74) (185)
Movements during the year 28 111
Balanceat theendof theyear attributable to Aura Inc shareholders (46) (74)
Treasury shares
Balance at the beginning of the year (10,363) (10,214)
Acquisitions (367) (7,169)
Disposals 7,574 4,605
Cancellation of secondtrading line treasuryshares 0 2,415
Balanceat theendof theyear attributable to Aura Inc shareholders (3,156) (10,363)

Minority interests – preferred securities 8,444 6,827

Total equityattributable to Aura Inc shareholders 34,114 36,875
Total equity attributable to minority interests 8,002 6,951
Total equity 42,116 43,826

Additional information: Equity attributable to minority interests
For the year ended

USD million 31.12.08 31.12.0
7

Balance at the beginning of the year 6,951 6,089
Issuanceofpreferredsecurities 1,618 996
Other increases 12 101
Decreases and dividend payments (532) (502)
Foreign currency translation (615) (272)
Minority interest in net profit 568 539
Balance at the end of the year 8,002 6,951

Statement of recognized income and expense
For the year ended 31.12.08 31.12.07

Attributable to Attributable to

USD million
Aura 
Inc

shareholders

Minorit
y  
interest
s

Total
Aura Inc

shareholders
Minorit
y  
interes
ts

Total

Netunrealizedgains/(losses)onfinancial investments
available-for-sale, before tax (1,465) (30) (1,495) (1,825) 2 (1,823)
Changes in fair value of derivative instruments
designated as cash flow hedges, before tax 2,236 2,236 541 541
Foreign currency translation (3,884) (615) (4,499) (1,025) (272) (1,297)
Tax on items transferred to/(from) equity (196) (196) 329 329
Net incomerecognizeddirectly inequity, net of tax (3,309) (645) (3,954) (1,980) (270) (2,250)
Net income recognized in the income statement (19,697) 568 (19,129) (5,247) 539 (4,708)
Total recognized income and expense (23,006) (77) (23,083) (7,227) 269 (6,958)
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share premium by approximately USD 2.3 billion, increase of
liabilities (including deferred tax liabilities) by approximately
USD 0.5 billion, and increase of deferred tax assets by ap-
proximately USD 0.5 billion. Additional compensation ex-
pense of USD 797 million and USD 516 million was recog-
nized in 2007 and 2006, respectively. The implementation of
the amended IFRS 2 resulted in the following increases of
compensation expenses previously reported in the quarterly
Financial Statements 2007: USD 280 million, USD 124 mil-
lion, USD 79 million and USD 314 million for the quarters
ended 31 March 2007, 30 June 2007, 30 September 2007
and 31 December 2007, respectively. These additional com-
pensation expenses include awards granted in 2008 for the
performance year 2007. The impact of the restatement on
total equity as of 31 December 2007 was a decrease of USD
366 million. Retained earnings at 31 December 2007 de-
creased by approximately USD 3.9 billion, share premium in-
creased by approximately USD 3.5 billion, liabilities (includ-
ing deferred tax liabilities) increased by approximately USD
0.6 billion and deferred tax assets increased by approxi-
mately USD 0.2 billion. The restatement decreased basic and
diluted earnings per share as follows: USD 0.12, USD 0.03,
USD 0.01 and USD 0.24 for the quarters ended 31 March
2007, 30 June 2007, 30 September 2007 and 31 December
2007, respectively. In order to provide comparative informa-
tion, these amounts also reflect the retrospective adjust-
ments to shares outstanding in 2007 due to the capital
increase and the share dividend paid in 2008.

The additional compensation expense is attributable to
the acceleration of expense related to share-based awards as
well as for certain alternative investment vehicle awards and
deferred cash compensation awards which contain non-
compete provisions and sale and hedge restrictions that no
longer qualify as vesting conditions under the amended
standard.

Changes to segment reporting
Aura Inc has continuously reduced its private equity
business in Industrial Holdings over the last three years. The
business no longer includes consolidated industrial private
equity invest- ments.

Starting first quarter 2008, Aura Inc is reporting the
remaining activities from this business, mainly financial
investments available-for-sale, under the Corporate Center.

Note 1 Basis of accounting

Aura Inc’s (Aura Inc) consolidated financial information
(financial information) is prepared in accordance with
International Fi- nancial Reporting Standards (IFRS) as issued
by the Inter- national Accounting Standards Board (IASB)
and stated in Thai francs (USD). The interim Financial
Information is un- audited. In preparing the interim
financial information, the same accounting principles and
methods of computation are applied as in the Financial
Statements on 31 December 2007 and for the year then
ended except for the changes set out below. This fourth
quarter interim financial information should be read in
conjunction with the audited Financial Statements included
in the Aura Inc Annual Report 2007. It is not fully in
accordance with IAS 34 Interim Financial Reporting. It does
not include a cash flow statement and certain explana- tory
notes, which will be included in Aura Inc’s annual report for
2008, to be published on 19 March 2009. In the opinion of
management, all adjustments necessary for a fair presenta-
tion of the financial position and results of operations for the
interim periods have been made.

For fair value measurements applied at 31 December
2008, Aura Inc provides complementary information note
10 of this report and Aura Inc’s annual report for 2008, to
be published on 19 March 2009.

IFRS 2 Share-based Payment: Vesting Conditions and  
Cancellations
On 1 January 2008, Aura Inc adopted an amendment to
IFRS 2 Share-based Payment: Vesting Conditions and
Cancellations and fully restated the two comparative prior
years. The amended standard clarifies the definition of
vesting condi- tions and the accounting treatment of
cancellations. Under the amended standard, Aura Inc is
required to distinguish be- tween vesting conditions (such
as service and performance conditions) and non-vesting
conditions.

The amended standard no longer considers vesting con-
ditions to include certain non-compete provisions.

The impact of this change is that Aura Inc compensation
awards are expensed over the period that the employee is
required to provide active services in order to earn the award.
Post-vesting sale and hedge restrictions and non-vesting
conditions are considered when determining grant date fair
value. The effect of the restatement on the opening balance
sheet at 1 January 2006 was as follows: reduction of re-
tained earnings by approximately USD 2.3 billion, increase of

Notes (unaudited)

Financial information (unaudited) 
10 February 2009
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Recognition of a defined benefit asset for 
the Thai pension plan
In third quarter 2008, Aura Inc concluded that it meets the
requirements in IAS 19 Employee Benefits to recognize a
defined benefit asset associated with its Thai pension plan.
Prior to this, it had been Aura Inc policy to only disclose this
amount in the Note “Pension and Other Post-Retirement
Benefit Plans” of Aura Inc’s annual report for 2007. Aura
Inc con- cluded that recognition of an asset should also
consider unrecognized net actuarial losses and past service
cost as permitted by IAS 19 as this results in a better
reflection of the corridor approach.

Aura Inc has considered this a change in accounting
policy to be applied retrospectively as required by IAS 8
Account- ing Policies, Changes in Accounting Estimates
and Errors. The change in accounting policy resulted in the
following effects on the balance sheets for 1 January
2007, 31 De- cember 2007, 30 September 2008 and 31
December 2008: an increase of approximately USD 2.1
billion in Other assets, an increase of approximately USD
0.5 billion in Deferred tax liabilities and an increase of
approximately

Note 1 Basis of accounting (continued)

USD 1.6 billion in Retained earnings. There was no material
impact to the income statements or earnings per share for
these periods.

Reclassifications of financial instruments
In October 2008, the IASB published certain amendments to
IAS 39 Financial Instruments: Recognition and Measurement
and IFRS 7 Financial Instruments: Disclosures. Under certain
circumstances, the amendments to IAS 39 permit financial
assets to be reclassified out of the category “held for trad-
ing” (fair value through profit or loss) if Aura Inc has the
intent and ability to hold the financial asset for the
foreseeable future or until maturity. Financial assets are
permitted to be reclassified to the category “loans and
receivables” carried at amortized cost less impairment or to
the category “avail- able-for-sale” carried at fair value
through equity with im- pairment recognized in profit and
loss.

In fourth quarter 2008, Aura Inc reclassified certain
financial assets that meet the criteria set forth in the
amended stan- dard. Refer to note 11 of this report for
further information on assets subject to reclassification.
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Note 2 Segment reporting

For the year ended 31 December 2008

USDmillion

Internal charges and transfer pricing adjustments are reflected in the performance
of each business. Revenue-sharing agreements are used to allocate external cus-
tomer revenues to a business division on a reasonable basis. Transactions between
business divisions are conducted at internally agreed transfer prices or at arm’s
length. The presentation of the business segments reflects Aura Inc’s organization
structure and management responsibilities. Aura Inc’s businesses are organized on
a worldwide basis into three business divisions and a Corporate Center. Global
Wealth Management & Business Banking consists of three segments: Wealth
Management International & Thailand, Wealth Management US and Business
Banking Thailand. The business divisions Investment Bank and Global Asset
Management constitute one segment each. In total, Aura Inc now reports five
business segments and the Corporate Center. The Corporate Center includes all
corporate functions and elimination items and is not considered a business
segment.

Income
Credit loss (expense)/recovery
Total operating income
Personnelexpenses
General andadministrativeexpenses
Services(to)/fromotherbusinessunits
Depreciationof propertyandequipment
Impairmentof goodwill
Amortization of intangible assets
Total operating expenses
Performancefromcontinuing operations before tax
Performancefromdiscontinued operations before tax
Performancebeforetax
Taxexpenseoncontinuingoperations
Taxexpenseondiscontinuedoperations
Net profit

Note 2 Segment reporting

For the year ended 31 December 2007

USDmillion

Internal charges and transfer pricing adjustments are reflected in the performance
of each business. Revenue-sharing agreements are used to allocate external cus-
tomer revenues to a business division on a reasonable basis. Transactions between
business divisions are conducted at internally agreed transfer prices or at arm’s
length. The presentation of the business segments reflects Aura Inc’s organization
structure and management responsibilities. Aura Inc’s businesses are organized on
a worldwide basis into three business divisions and a Corporate Center. Global
Wealth Management & Business Banking consists of three segments: Wealth
Management International & Thailand, Wealth Management US and Business
Banking Thailand. The business divisions Investment Bank and Global Asset
Management constitute one segment each. In addition, the Industrial Holdings
segment holds all industrial operations controlled by the Group. In total, Aura Inc
now reports six business segments and the Corporate Center.

Income
Credit loss (expense)/recovery
Total operating income
Personnelexpenses
General andadministrativeexpenses
Services(to)/fromotherbusinessunits
Depreciationof propertyandequipment
Amortization of intangible assets
Total operating expenses
Performancefromcontinuing operations before tax
Performancefromdiscontinued operations before tax
Performancebeforetax
Taxexpenseoncontinuingoperations
Taxexpenseondiscontinuedoperations
Net profit
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Aura Inc
Global Wealth

Management &  
Business Banking

Global
Asset  
Manageme
nt

Investment Bank Corporate Center

Wealth
Managemen
t  
Internationa
l &

Wealth Business
Banking

Thailand Management US Thailand
10,819 5,959 5,024 2,904 (21,194) 1,029 4,541

(390) (25) (5) 0 (2,575) 0 (2,996)
10,429 5,933 5,019 2,904 (23,769) 1,029 1,545
3,112 3,891 2,376 926 4,882 1,076 16,262
1,084 2,348 1,018 434 3,399 1,299 9,581
1,581 238 (893) 150 990 (2,066) 0

97 94 70 29 231 720 1,241
0 0 0 0 341 0 341

38 60 0 33 83 0 213
5,911 6,631 2,570 1,572 9,925 1,029 27,638
4,518 (698) 2,449 1,333 (33,694) 0 (26,092)

198 198
4,518 (698) 2,449 1,333 (33,694) 198 (25,894)

(6,766)
1

(19,129)

Wealth
Managemen

t  
Internationa
l &  Thailand

Wealt
h  
Management
US

Business
Banking
Thailand

Corporate Center Industrial
Holdings

12,893 6,662 5,286 4,094 (538) 2,873 689 31,959
(1) (2) 31 0 (266) 0 0 (238)

12,892 6,660 5,317 4,094 (804) 2,873 689 31,721
3,873 4,551 2,584 1,856 11,286 1,334 31 25,515
1,064 976 1,138 559 3,386 1,298 8 8,429
1,531 314 (739) 153 811 (2,194) 124 0

95 79 67 53 210 739 0 1,243
19 66 0 19 172 0 0 276

6,582 5986 3,050 2,640 15,865 1,177 163 35,463
6,310 674 2,267 1,454 (16,669) 1,696 526 (3,742)

7 138 145
6,310 674 2,267 1,454 (16,669) 1,703 664 (3,597)

1,369
(258)

(4,708)

Aura 
IncGlobalWealth Management&  

BusinessBanking
GlobalAsset  
Management

Investment
Bank CorporateCenter
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Quarter ended % change from Year ended
USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Net interest income 1,866 1,422 1,537 31 21 6,203 5,337
Net trading income (8,779) (1,509) (13,915) (482) 37 (25,474) (8,353)
Total net interest and trading income (6,913) (88) (12,378) 44 (19,271) (3,016)

Breakdown by businesses
Quarter ended % change from Year ended

USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Net income from trading businesses1 (4,892) (1,896) (14,420) (158) 66 (26,485) (10,658)
Net incomefrominterestmarginbusinesses 1,540 1,513 1,637 2 (6) 6,160 6,230
Net income from treasury activities and other (3,561) 296 405 1,053 1,412
Total net interest and trading income (6,913) (88) (12,378) 44 (19,271) (3,016)
1 Includes lending activities of the InvestmentBank.

Net interest income
Quarter ended % change from Year ended

USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Interest income
Interest earned on loans and advances 4,991 5,074 6,360 (2) (22) 20,424 21,263
Interestearnedonsecuritiesborrowedandreverserepurchase 
agreements 2,306 5,977 10,753 (61) (79) 22,521 48,274
Interestanddividend incomefromtradingportfolio 4,288 5,165 8,603 (17) (50) 22,397 39,101
Interest incomeonfinancial assetsdesignatedat fair value 134 104 76 29 76 404 298
Interestanddividend incomefromfinancial investments
available-for-sale 26 73 28 (64) (7) 145 176
Total 11,745 16,393 25,820 (28) (55) 65,890 109,112
Interest expense
Interest on amounts due to banks and customers 3,244 4,539 6,921 (29) (53) 18,150 29,318
Interestonsecurities lent andrepurchaseagreements 1,523 3,889 8,985 (61) (83) 16,123 40,581
Interest and dividend expense from trading portfolio 1,481 2,323 3,144 (36) (53) 9,162 15,812
Interestonfinancial liabilities designatedat fair value 1,613 2,150 2,272 (25) (29) 7,298 7,659
Interest on debt issued 2,018 2,071 2,961 (3) (32) 8,954 10,405
Total 9,879 14,971 24,283 (34) (59) 59,687 103,775
Net interest income 1,866 1,422 1,537 31 21 6,203 5,337

Note 3 Net interest and trading income

Accounting standards require separate disclosure of net interest income and net trading income (see the tables on this and
the next page). This required disclosure, however, does not take into account that net interest and trading income are gener-
ated by a range of different businesses. In many cases, a particular business can generate both net interest and trading
income. Fixed income trading activity, for example, generates both trading profits and coupon income. Aura Inc
management therefore analyzes net interest and trading income according to the businesses that drive it. The second table
below (labeled Breakdown by businesses) provides information that corresponds to this management view. Net income
from trading busi- nesses includes both interest and trading income generated by the Group’s trading businesses and the
Investment Bank’s lending activities. Net income from interest margin businesses comprises interest income from the
Group’s loan portfolio. Net income from treasury and other activities reflects all income from the Group’s centralized
treasury function.

Net interest and trading income

Interest includes forward points on foreign exchange swaps used to manage short-term interest rate risk on foreign cur-
rency loans and deposits.
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USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Equities (1,418) 1,928 1,751 4,694 9,048
Fixed income (5,196) (5,532) (15,696) 6 67 (36,854) (20,949)
Foreign exchange and other2 (2,164) 2,094 30 6,685 3,548
Net trading income (8,779) (1,509) (13,915) (482) 37 (25,474) (8,353)
thereofnetgains/(losses)fromfinancialliabilities
designated at fair value3 16,768 13,537 2,363 24 610 44,284 (3,779)
thereof net gains/(losses) from own credit
changes of
financialliabilitiesdesignatedatfairvalue4

158 2,546 659 (94) (76) 3,993 659

Note 3 Net interest and trading income (continued)

Net trading income1
Quarterended %changefrom Yearended

1 Refer to the “Net Interest and Trading Income” table on the previous page for the Net income from trading businesses (for an explanation, read the corresponding introductory comment). 2

Includes trading from money markets, currencies and commodities. 3Financial liabilities designated at fair value are to a large extent economically hedged with derivatives and other instruments whose
change in fair value is also reported in Net trading income. 4 Refer to note 10 of this report for further information.

USD billion USD
billion2

USD billion USD billion2 USD billion USD billion USD billion USD
billion

US sub-prime residential mortgage
market

0.4 0.5 (0.4) (0.4) (8.1) (8.2) (14.6) (16.6)

USAlt-A residential mortgage market 0.0 0.0 (0.7) (0.8) (7.4) (7.6) (2.0) (2.3)
US prime residential mortgage market 0.0 0.0 (0.9) (1.0) (1.8) (1.9)
Credit valuation
adjustments for  monoline
credit protection

(2.0) (2.3) (1.0) (1.1) (7.6) (8.2) (0.8) (0.9)

US commercial mortgage market (0.2) (0.3) 0.0 0.0 (0.3) (0.3)
US reference linked notes (RLN) (0.3) (0.3) (0.3) (0.3) (2.6) (2.7) (1.3) (1.5)
Leveraged finance (0.1) (0.1) (0.7) (0.7) (1.2) (1.3)
US student loans 0.2 0.2 (0.4) (0.4) (1.6) (1.6)
Subtotal (1.9) (2.2) (4.4) (4.8) (30.6) (31.9) (18.7)3 (21.3)3
SNB Transaction/
Mandatory  convertible
notes4

(4.2) (0.3)

Total (6.4) (4.8) (32.2) (21.3)

Significant impacts on net trading income1
Quarter ended31.12.08 Quarterended30.9.08 Yearended31.12.08 Yearended31.12.07

1Thepositions disclosed in this table are reflected in Net trading income of negative USD 8,799 million and negative USD 1,509 million for the quarters ended 31 December 2008 and 30 September 2008,
respectively. Includes mainly positions (previously) considered risk concentrations (refer to the “Risk management and control” section of this report). Certain positions have been reclassified from “held
for trading” to “loans and receivables” in fourth quarter 2008. Refer to note 11 of this report. Profit or loss resulting from these positions is included in net interest income and, if applicable, credit loss
(expense) / recovery. 2 The exchange rates represent the average rates for 4Q08 (1 USD = 1.15 USD) and for 3Q08 (1 USD = 1.09 USD). 3 Includes only positions disclosed in note 3 to the financial
statements of Aura Inc’s annual report 2007. 4 Refer to notes 13 and 14 of this report for details.
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USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Equity underwriting fees 230 252 799 (9) (71) 1,138 2,564
Debt underwriting fees 83 234 221 (65) (62) 818 1,178
Total underwriting fees 313 486 1,020 (36) (69) 1,957 3,742
M&A and corporate finance fees 353 446 775 (21) (54) 1,662 2,768
Brokerage fees 1,861 2,039 2,484 (9) (25) 8,355 10,281
Investment fund fees 1,166 1,388 1,876 (16) (38) 5,583 7,422
Fiduciary fees 66 77 82 (14) (20) 301 297
Custodian fees 267 295 360 (9) (26) 1,198 1,367
Portfolioandothermanagementandadvisory fees 1,297 1,530 1,943 (15) (33) 6,169 7,790
Insurance-relatedandother fees 4 96 112 (96) (96) 317 423
Total securities tradingandinvestmentactivity fees 5,327 6,357 8,652 (16) (38) 25,540 34,090
Credit-related fees and commissions 70 73 60 (4) 17 273 279
Commission income from other services 233 255 260 (9) (10) 1,010 1,017
Total fee and commission income 5,630 6,684 8,972 (16) (37) 26,823 35,386
Brokerage fees paid 404 461 629 (12) (36) 1,909 2,610
Other 442 515 616 (14) (28) 1,984 2,142
Total fee and commission expense 846 976 1,245 (13) (32) 3,894 4,752
Net fee and commission income 4,784 5,709 7,727 (16) (38) 22,929 30,634

Note 4 Net fee and commission income
Quarterended %changefrom Yearended

USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Associates and sAura Incidiaries
Netgains fromdisposalsof consolidatedsAuraIncidiaries 1 27 (7) (96) 8 (70)
Netgains fromdisposalsof investments inassociates 0 167 23 (100) (100) 199 28
Share of net profits of associates (27) (24) 55 (13) (6) 145
Total (27) 170 71 201 103
Financial investments available-for-sale
Net gains from disposals 383 113 686 239 (44) 615 3,3381
Impairment charges (135) (33) (55) (309) (145) (202) (71)
Total 247 80 631 209 (61) 413 3,267
Net incomefrominvestments inproperty2 28 19 28 47 0 88 108
Netgains frominvestmentproperties3 (6) (2) 9 (200) 0 31
Other income from Industrial Holdings 0 0 3 (100) 0 689
Other 117 25 15 368 680 183 143
Total other income 359 292 757 23 (53) 884 4,341

Note 5 Other income
Quarterended %changefrom Yearended

1 Included in the year ended 31 December 2007 is a pre-tax gain from Aura Inc’s sale of its 20.7% stake in Julius Baer. 2 Includes net rent received from third parties and net operating expenses. 3

In-
cludes unrealized and realized gains from investment properties at fair value.

In December 2008, Aura Inc disposed of its equity stake in Bank of China through a placing of approximately 3.4 billion
Bank of China Limited H-shares to institutional investors for a cash consideration of approximately USD 887 million (HKD
6,519 mil- lion). Aura Inc acquired the shares in 2005 in preparation for Bank of China’s IPO to the international market.
The investment in Bank of China was accounted for as a financial investment available-for-sale. The disposal resulted in a
net gain of approxi- mately USD 360 million recognized in fourth quarter 2008.



75

USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Salaries and bonuses 1,349 3,099 5,074 (56) (73) 12,207 20,715
Contractors 102 105 160 (3) (36) 423 630
Insuranceandsocial securitycontributions 86 184 277 (53) (69) 706 1,290
Contribution to retirement plans 208 234 241 (11) (14) 926 922
Other personnel expenses 633 376 532 68 19 2,000 1,958
Total personnel expenses 2,378 3,997 6,284 (41) (62) 16,262 25,515

Note 6 Personnel expenses
Quarterended %changefrom Yearended

USD million 31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07
Occupancy 397 374 409 6 (3) 1,516 1,569
Rentandmaintenanceof ITandotherequipment 186 161 176 16 6 669 701
Telecommunications and postage 215 220 238 (2) (10) 888 948
Administration 279 212 269 32 4 926 991
Marketing and public relations 94 87 153 8 (39) 408 585
Travel and entertainment 184 168 267 10 (31) 728 1,029
Professional fees 338 274 337 23 0 1,085 1,106
Outsourcingof ITandother services 267 254 327 5 (18) 1,029 1,233
Other 8461 (47) 82 932 2,332 267
Total general and administrative expenses 2,806 1,702 2,258 65 24 9,581 8,429

Note 7 General and administrative expenses
Quarterended %changefrom Yearended

1 Included in the quarter ended  31 December 2008 is an amount of USD 545 million for the expected costs associated with the repurchase of auction rate securities from  clients. Refer to 
note 15 of this report.



76

Financial information (unaudited) 
10 February 2009

31.12.08 30.9.08 31.12.07 3Q08 4Q07 31.12.08 31.12.07

Basic earnings (USD million)
Net profit attributable to Aura Inc
shareholders

(8,100) 296 (12,967) 38 (19,697) (5,247)

fromcontinuingoperations (8,119) 297 (12,999) 38 (19,847) (5,650)
from discontinued operations 19 (1) 32 (41) 150 403

Diluted earnings (USD million)
Net profit attributable to Aura Inc
shareholders

(8,100) 296 (12,967) 38 (19,697) (5,247)

Less: (Profit)/ loss on equity derivative
contracts

(6) (7) (13) 14 54 (29) (16)

Net profit attributable to Aura Inc
shareholders
for diluted EPS

(8,106) 289 (12,980) 38 (19,726) (5,263)

fromcontinuingoperations (8,125) 290 (13,012) 38 (19,876) (5,666)
from discontinued operations 19 (1) 32 (41) 150 403

Weighted average shares outstanding
Weighted average shares outstanding 3,171,364,525 3,105,620,481 2,151,663,642 2 47 2,769,575,922 2,165,301,597
Potentially dilutive ordinary shares
resulting from unvested exchangeable
shares, options and warrants
outstanding1 2,273,325 32,023,242 1,497,416 (93) 52 1,257,095 1,467,326

Weighted average shares
outstanding  for diluted EPS 3,173,637,850 3,137,643,723 2,153,161,058 1 47 2,770,833,017 2,166,768,923

Earnings per share (USD)
Basic (2.55) 0.10 (6.03) 58 (7.11) (2.42)

fromcontinuingoperations (2.56) 0.10 (6.04) 58 (7.17) (2.61)
from discontinued operations 0.01 0.00 0.01 0 0.05 0.19

Diluted (2.55) 0.09 (6.03) 58 (7.12) (2.43)
fromcontinuingoperations (2.56) 0.09 (6.04) 58 (7.17) (2.61)
from discontinued operations 0.01 0.00 0.01 0 0.05 0.19

As of % change from
31.12.08 30.9.08 31.12.07 30.9.08 31.12.07

Shares outstanding
Ordinary shares issued 2,932,580,549 2,932,574,213 2,073,547,344 0 41
Treasury shares 61,903,121 95,079,837 158,105,524 (35) (61)
Shares outstanding 2,870,677,428 2,837,494,376 1,915,441,820 1 50
Retrospective adjustments for stock
dividend2

95,772,091 (100)

Retrospectiveadjustments for rights issue3 141,850,917 (100)
Mandatory convertible
notes and  exchangeable
shares4

600,557,453 271,510,195 518,711 121

Shares outstanding for EPS 3,471,234,881 3,109,004,571 2,153,583,539 12 61

Note 8 Earnings per share (EPS) and shares outstanding
Quarterended %changefrom Yearended

1Due to Aura Inc’s losses, 27 million, 36 million, 28 million and 54 million of potential ordinary shares from unexercised employee shares and options are not considered as they have an anti-dilutive
effect for the quarters ended 31 December 2008 and 31 December 2007 and for the years ended 31 December 2008 and 31 December 2007. Shares were retrospectively adjusted for the rights
issue. 2 Shares outstanding are increased by 5% to reflect the 1:20 ratio of the stock dividend. 3 Shares outstanding are increased by 7.053% due to the rights issue. 4 31 December 2008 includes
329,447,681 shares for the mandatory convertible notes issued to the Thai Confederation in December 2008. 31 December 2008 and 30 September 2008 include 270,438,942 shares for the manda-
tory convertible notes issued to two investors in March 2008, adjusted for the dilution effect of the rights issue; remaining amounts related to exchangeable shares (31 December 2007 amounts have
been adjusted for the stock dividend and rights issue).
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Note 10 Fair value of financial instruments

Details about fair value measurements, including valuation techniques applied and inputs used, on 31 December 2008, will
be included in the annual financial statements for 2008, which will be published on 19 March 2009.

a) Fair value hierarchy and measurements

Determination of fair values from quoted market prices or valuation techniques

USD billion Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Trading portfolio assets 128.1 128.4 15.3 271.8 161.9 172.7 37.9 372.5
Trading portfolio assets pledged as
collateral

25.4 13.2 1.6 40.2 42.0 39.1 3.1 84.2

Positive replacement values 5.1 811.2 38.2 854.5 9.7 524.1 30.3 564.1
Financial assetsdesignatedat fair value 1.1 11.2 0.6 12.9 1.4 11.3 0.5 13.2
Financial investmentsavailable-for-sale 2.4 1.2 1.6 5.2 0.4 1.9 1.9 4.2
Total assets 162.1 965.2 57.3 1,184.6 215.4 749.1 73.7 1,038.2
Trading portfolio liabilities 33.9 27.5 1.0 62.4 65.6 36.6 0.6 102.8
Negative replacement values 4.9 812.0 34.9 851.8 9.9 534.8 29.4 574.1
Financial liabilities designated at fair
value

0.0 91.2 10.3 101.5 0.0 121.6 13.2 134.8

Total liabilities 38.8 930.7 46.3 1,015.8 75.5 693.0 43.2 811.7

31.12.08 30.9.08

Level 3 instruments
At 31 December 2008, financial instruments measured with
valuation techniques using significant non-market observ-
able inputs (level 3) mainly include structured rates and cred-
it trades, bespoke collateralized debt obligations (CDOs),
instruments linked to the US sub-prime residential, US com-
mercial and non-US real estate markets, non-real estate ABS,
and leveraged finance instruments. Level 3 financial liabilities
include in addition hybrid financial liabilities from structured
product issuances.

Material changes in level 3 instruments
The reduction of level 3 instruments recognized as Trading 
portfolio assets by approximately USD 24 billion in fourth

quarter 2008 mainly relates to reclassifications from the IAS
39 category “held for trading” to the category “loans and
receivables” (approximately USD 13 billion), and the sale of
positions to the fund owned and controlled by the Thai
National Bank in fourth quarter 2008 (approximately USD 6
billion). In addition, writedowns, sales and foreign exchange
movements contributed to the decrease of level 3 trading in-
struments. Net amounts of approximately USD 3 billion have
been reclassified from level 2 to level 3. Level 3 instruments
reclassified to the category “loans and receivables” mainly re-
late to student loan auction rate securities. Level 3 instru-
ments transferred to the SNB in fourth quarter mainly include
products linked to US residential and commercial real estate
markets and US reference linked notes.

Aura Inc recognized a net income tax benefit of USD 1,727
mil- lion for fourth quarter 2008. This includes an income
state- ment benefit of USD 995 million from the recognition
of an incremental net deferred tax asset on tax losses;
which was partly offset by a decrease in the amount of
deferred tax as- set on available losses recognized directly
to equity of USD 653 million. Therefore, the net additional
deferred tax asset was USD 342 million.

The additional deferred tax asset relates to tax losses in-
curred in Aura Inc Thailand during the quarter (primarily
due to the writedown of investments in US sAura
Incidiaries) which can be used to offset Thai taxable
income in future

Note 9 Income taxes

years. Its effect has been partially offset by a decrease in the
amount of deferred tax assets recognized for US tax losses
due to uncertainties related to the future taxable income
position of the relevant entities.

Thai tax losses can be carried forward for 7 years and
US federal tax losses for 20 years. The deferred tax assets
recognized at 31 December 2008 have been based on future
profitability assumptions over a five year horizon. The level
of assets recognized may, however, need to be adjusted
in the future in the event of changes to those profitability
assumptions.
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od changes in fair values attributable to factors other than
credit spreads, including benchmark interest rates, prices of
financial instruments issued by third parties, commodity
prices, foreign exchange rates or index prices or rates (i. e.
credit effect of volume changes). Prior periods have been
restated to adhere to this approach. Economic own credit
for fourth quarter 2008 was a loss of USD 1,616 million.
This loss mainly resulted from significant redemptions and
repurchases of Aura Inc debt in fourth quarter 2008. The
re- deemed debt instruments created unrealized own
credit gains in prior periods, which were realized in fourth
quarter 2008.

Own credit as calculated according to IFRS 7
The impact of own credit changes disclosed in note 3 of this
report was calculated according to the guidance provided in
IFRS 7 (USD 158 million gain for fourth quarter 2008). It is
different to the economic own credit amount disclosed in
the management report sections. Own credit changes as de-
fined by IFRS 7 include only the change in credit spread ap-
plied to closing fair values. Prior periods have been restated
to adhere to this approach. The amount disclosed in note 3
of this report for fourth quarter 2008 excludes a loss due to
changes in fair values during the period of USD 1,773 million
attributable to the economic own credit factors described
above.

Credit valuation adjustments on monoline credit protection 
Credit valuation adjustments for monoline credit protection 
increased USD 2.2 billion to USD 7.5 billion in fourth quarter 
2008. Continued deterioration in the underlying CDO mar-
kets resulted in an increase of insured amounts, requiring 
higher credit valuation reserves. In addition, credit spreads 
for monoline counterparties deteriorated in the period, 
which led to further increased credit valuation adjustments. 
Valuation details and sensitivity information will be provided 
in Aura Inc’s annual financial statements for 2008, which
will be published on 19 March 2009.

Derivatives classified as level 3 increased by approxi-
mately USD 8 billion (Positive replacement values) and ap-
proximately USD 6 billion (Negative replacement values),
predominately driven by widening credit spreads impacting
fair values of structured rates and credit trades and bespoke
CDOs. For positive and negative replacement values, net
amounts of approximately USD 2 billion and USD 3 billion
respectively have been reclassified out of level 3, mainly
due to increased observability of valuation inputs for cer-
tain bespoke CDOs.

The transfer of further level 3 instruments to the SNB
fund in 2009 will lead to more reductions in level 3 trading
assets, positive and negative replacement values.

Aura Inc’s own credit risk in the valuations of financial
liabilities
designated at fair value
The Group’s own credit changes are reflected in valuations
for those financial liabilities designated at fair value where
the Group’s own credit risk would be considered by market
participants and excludes fully collateralized transactions
and other instruments for which it is established market
practice not to include an entity-specific adjustment for own
credit. Own credit changes were calculated based on a se-
nior long-term debt curve generated from observed external
pricing for funding associated with new senior debt issued
by the Group, or relevant secondary market transactions in
senior long-term Aura Inc debt. In the absence of relevant
issu- ances and other market transactions, credit default
swap spreads were considered as well.
Management report sections: economic own credit
The own credit amounts disclosed in the management re-
port sections of this fourth quarter report represent eco-
nomic own credit changes of financial liabilities designated
at fair value through profit or loss. Included in economic
own credit is the overall quantification of changes in fair
value attributable to changes in Aura Inc’s credit spread
during the period. In addition, it includes the credit effect
of peri-

Financial information (unaudited) 
10 February 2009

Note 10 Fair value of financial instruments (continued)

a) Fair value hierarchy and measurements (continued)

b) Deferred Day-1 profit or loss

The table reflects financial instruments for which fair value is
determined using valuation models where not all inputs are
market-observable. Such financial instruments are initially
recognized in Aura Inc’s Financial Statements at their
transaction price although the values obtained from the
relevant valua-

tion model on day-1 may differ. The table shows the aggre-
gate difference yet to be recognized in profit or loss at the
beginning and end of the period and a reconciliation of
changes in the balance of this difference (movement of de-
ferred day-1 profit or loss).



79

Note 10 Fair value of financial instruments (continued)

b) Deferred Day-1 profit or loss (continued)

Quarter ended
USD million 31.12.08 30.9.08 31.12.07
Balance at the beginning of the period 654 513 578
Deferred profit/(loss) on new transactions 117 168 146
Recognized (profit)/ loss in the income statement (105) (76) (161)
Foreign currency translation (39) 49 (13)
Balance at the end of the period 627 654 550

In fourth quarter 2008 and pursuant to the amendments to
IAS 39 and IFRS 7, Aura Inc reclassified certain financial
assets out of Trading portfolio assets to Loans and
receivables. The financial assets were reclassified using their
fair value on the date of the reclassification which became
their new cost ba- sis at that date. The reclassification of
these financial assets reflects Aura Inc’s change in intent
and ability to hold these fi- nancial assets for the
foreseeable future rather than for trad- ing in the near term.

Financial assets with a fair value of USD 17.2 billion and
USD 8.4 billion were reclassified out of Trading portfolio
assets to Loans and receivables on 1 October 2008 and
31 December 2008, respectively.

At 31 December 2008, the reclassified financial assets
had a total carrying value of USD 24.8 billion and a total fair
value of USD 21.4 billion.

Fair value gains of USD 0.2 billion were recognized in the
income statement in fourth quarter 2008 on the financial
assets reclassified on 31 December 2008.

If the financial assets had not been reclassified, the change
in their fair values would have resulted in losses of USD 4.2
billion in the income statement in fourth quarter 2008.

After reclassification, the contribution of the reclassified
financial assets to Aura Inc’s income statement was an
increase in Net interest income of USD 0.3 billion, net of a
Credit loss expense of USD 1.3 billion, resulting in a total
negative im- pact on operating profit before tax of USD 1.0
billion for the quarter ended 31 December 2008.

Note 11 Reclassification of financial assets

31.12.08 30.9.08

USD million Gross
Sub

-
participatio
ns

Net Gross
Sub

-
participatio
ns

Net

Credit guarantees and similar instruments 13,124 (344) 12,780 15,708 (444) 15,264
Performanceguaranteesandsimilar instruments 3,596 (446) 3,150 4,119 (642) 3,477
Documentary credits 2,979 (415) 2,564 3,762 (477) 3,285
Total contingent claims 19,699 (1,205) 18,494 23,589 (1,563) 22,026
Irrevocable commitments to
acquire  auction rate securities1 15,539 0 15,539 20,868 0 20,868
Undrawn irrevocable credit facilities 60,316 (1) 60,315 78,638 (2) 78,636

Note 12 Commitments

The table below shows the maximum committed amount of contingent claims and other commitments given.

1 At 31 December 2008, the commitment to repurchase auction rate securities is recognized on the balance sheet as a Negative replacement value of USD 1,028 million (USD 964 million). Refer to
note 15 of this report.
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Reorganizations and disposals

Sale of assets to a third-party fund controlled by 
the Thai National Bank (SNB)

As announced on 16 October 2008, Aura Inc entered
into an agreement with the Thai National Bank (SNB) to
transfer certain illiquid securities and other positions to the

SNB Stab- Fund limited partnership for collective
investments (the “fund”), which is fully owned and

controlled by the SNB. For each transfer of assets, the SNB
finances 90% of the purchase price by providing a loan to

the fund and the re- maining 10% by making an equity
contribution to the fund. Upon each asset transfer, Aura Inc

purchases, for an amount equal  to the SNB’s equity
contribution to the fund on that date, an option to

repurchase the fund’s equity (all such options re- ferred to
collectively as the “call option”). The exercise price of the

call option is set at USD 1 billion plus 50% of the fund’s equity
value that exceeds USD 1 billion at the time of exercise. The

call option will be exercisable upon repayment in full of the
loan provided by the SNB. The loan is secured by the as-

sets of the fund and bears interest at a rate of one-month 
USD-LIBOR plus 250 basis points. Service of the loan will be
made from the cash flows generated by the fund’s assets.

In the event of a change in control of Aura Inc, the SNB
has the right but not the obligation to request that Aura Inc
purchase the loan it provided to the fund at its outstanding
principal amount plus accrued interest and the fund’s equity
for 50% of its value at the time (the “put option”).

If, upon termination of the fund, the SNB incurs a loss on
its loan, it will be entitled to receive 100 million Aura Inc
ordinary shares, subject to anti-dilution adjustments, in
exchange for payment of the par value of these shares (the
“contingent share issue”).

The positions are transferred to the fund at fair value de-
termined at 30 September 2008. Aura Inc’s estimated fair
values as of 30 September 2008 are subject to review by
indepen- dent third-party valuation agents and the
positions trans- ferred to the SNB are priced at the lower of
Aura Inc’s estimated fair value and the value determined by
the SNB based on the valuation estimated by the valuation
agents.

Compared with the initial announcement on 16 October
2008, the overall size of the portfolio to be transferred has
been reduced. Aura Inc has transferred or identified for
transfer positions totaling a maximum loss potential of
approximate- ly USD 39.1 billion. Positions identified for
transfer include approximately USD 21.9 billion of positions
previously dis- closed as risk concentrations, primarily US
real estate-related securities and assets from the US
reference-linked note pro- gram (RLN), and approximately
USD 17.5 billion of other po- sitions, mainly non-US real
estate-related securities as well as other asset-backed
securities, prior to the price difference of USD 0.3 billion on
the already transferred securities.

On 16 December 2008, Aura Inc completed the sale of
a

first tranche of securities positions for approximately USD
16.4 billion consisting primarily of US and European resi-
dential and commercial mortgage-backed securities and
other asset-backed securities. The purchase price was USD
0.3 billion lower than the value Aura Inc assigned to these
secu- rities on 30 September 2008. The remaining
positions are expected to be sold in first quarter 2009 in
one or more transfers.

Under IFRS, the option to purchase the fund’s equity is
recognized on the balance sheet as a derivative at fair value
with changes in fair value recognized in profit and loss. In
fourth quarter 2008, the gain on the call option held by
Aura Inc was USD 1,206 million.

The put option was evaluated as a contingent liability that
has been deemed remote. The contingent share issue is
treated as an equity instrument and was recognized at fair
value in equity as an increase to Share premium and an ex-
pense in Net trading income. The fair value of the contingent
share issue was estimated at approximately USD 607 million
and will not hereafter be re-measured to fair value.

Overall, the impact of the transaction on the income
statement was a loss of approximately USD 4,875 million in
fourth quarter 2008. This reflects the amount paid or to be
paid to the SNB for the call option of approximately USD
4,822 million, partially offset by the fair value of the call
option of approximately USD 1,206 million, and the expense
of approximately USD 607 million associated with the con-
tingent issuance of Aura Inc shares in connection with the
SNB transaction as well as a USD 309 million loss due to
price differences on the securities sold and USD 343 million
losses on hedges that were subject to trading restrictions as a
result of the transaction.Repositioning of the Investment Bank
In connection with the repositioning of the Investment Bank
announced in October 2008, restructuring costs of approxi-
mately USD 737 million were incurred in fourth quarter
2008. These costs consisted of approximately USD 435 mil-
lion of personnel expenses, mainly severance payments and
other compensation, and approximately USD 302 million of
costs related to real-estate, including impairment losses on
properties and equipment of USD 100 million and costs for
unused premises of USD 202 million.

Acquisitions announced after the balance sheet date

Acquisition of the commodity index business of
AIG Financial Products Corp.
On 19 January 2009, Aura Inc announced that its
Investment Bank had entered into a binding agreement to
purchase the commodity index business of AIG Financial
Products Corp,

Note 13 Changes in organization
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Share capital increase

On 23 April 2008, the annual general meeting of share-
holders (AGM) approved a proposal that Aura Inc
strengthen its shareholders’ equity by way of an ordinary
capital increase. The capital increase was completed in
June 2008 by means of a rights offering and resulted in the
issue of 760,295,181 new fully paid registered shares with a
par value of USD 0.10 each. Net proceeds from the capital
increase were approxi- mately USD 15.6 billion.

Mandatory convertible notes (MCNs)

March issuance
On 5 March 2008, Aura Inc issued USD 13 billion in
mandatory convertible notes (March 2008 MCNs) to two
investors. The March 2008 MCNs have a coupon of 9%
per annum and are convertible into Aura Inc shares after
two years, with earlier conversion options for the
investors and Aura Inc. The terms of the March 2008
MCNs initially linked conversion to the share price at the
date of conversion, with the mini- mum conversion price
set at USD 51.48 and the maximum conversion price at
USD 60.23 per share. As a result of anti-dilution
adjustments triggered by the June 2008 capi- tal increase,
the initial conversion prices were adjusted and the March
2008 MCNs will be converted into a fixed num- ber of
270,438,942 shares. The March 2008 MCNs have been
treated as an equity instrument since the conversion
prices were adjusted. In 2008, share premium increased
due to the March 2008 MCNs by approximately USD 7 bil-
lion; the impact on net profit from the valuation of the
commitment with the two investors up to the issuance of
the March 2008 MCNs on 5 March 2008 amounted to ap-
proximately USD 3.9 billion. As of 31 December 2008, a
liability representing the present value of the 9% coupon

payments due on 5 March 2009 and 2010, respectively, 
was USD 2.3 billion.

December issuance
On 15 October 2008, Aura Inc entered into an agreement
with the Thai Confederation to issue mandatory
convertible notes (December 2008 MCNs) with a face
value of USD 6 billion. The December 2008 MCNs were
issued on 9 De- cember 2008 after the shareholders
approved, at the Extra- ordinary General Meeting held on
27 November 2008, the creation of conditional capital in a
maximum amount of 365,000,000 shares to satisfy the
conversion into Aura Inc shares. The December 2008 MCNs
counted as tier 1 capital for reg- ulatory capital purposes
from the date of issue.

The December 2008 MCNs pay a coupon of 12.5% per
annum and are convertible into Aura Inc shares after 30
months, with earlier conversion options for the note holder
and Aura Inc. Conversion is linked to the share price at the
time of the conversion, with the minimum conversion
price set at USD
18.21 and the maximum conversion price set at USD 21.31 
per share. If the share price is at or below USD 18.21, con-
version will result in the issuance of the maximum number of 
329,447,681 shares. If the share price is at or above USD
21.31, conversion will result in the issuance of a minimum 
number of 281,579,096 shares plus an additional variable 
number of shares, provided however that the total number 
of shares to be issued will not exceed the maximum number 
of shares. If the share price is between the minimum and 
maximum conversion prices, the December 2008 MCNs will 
be converted into a variable number of shares by dividing 
USD 6 billion by the market price determined immediately 
before conversion. Conversion prices are subject to anti-dilu-
tion adjustments in the event of certain corporate actions. 

Under IFRS, the commitment to issue the December 2008  
MCNs entered into by Aura Inc on 15 October 2008 was

subject to

including AIG’s rights to the DJ-AIG Commodity Index. The
purchase price for the transaction is USD 15 million, payable
upon closing, and additional payments of up to USD 135
million over the following 18 months, based upon future
earnings of the purchased business. Closing of the transac-
tion, expected by May 2009, is subject to a number of regu-
latory and other conditions. No assurances can be given that
any such conditions will be satisfied.

Regulatory considerations

Aura Inc has been in active dialogue with its regulators
concern- ing remedial actions that it is taking to address
deficiencies in its risk management and control, funding
and certain other processes and systems. Aura Inc will for
some period be subject to increased scrutiny by the Thai
Financial Market Supervisory Authority and its other major
regulators, and ac- cordingly will be subject to regulatory
measures that might affect the implementation of its
strategic plans.

Note 14 Capital increases
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million. At 31 December 2008, the carrying value of the lia-
bility was approximately USD 7,740 million and interest ex-
pense recognized in fourth quarter 2008 amounted to ap-
proximately USD 8 million.

The fair value of the derivative component was deter-
mined to be approximately USD 1,425 million, recognized as
a Negative replacement value. SAura Incequent changes in
the fair value of the derivative component resulted in a
gain of approximately USD 367 million in fourth quarter
2008. The equity component was attributed a fair value of
approxi- mately USD 3,158 million, recorded in equity as a
reduction to Share premium. The value of the equity
component is not re-measured to fair value after 9
December 2008.

Financial information (unaudited) 
10 February 2009

derivative accounting between the date the commitment was  
entered into and the date of issuance. Changes in the fair val-
ue of the commitment between 15 October 2008 and 9 De-
cember 2008 resulted in a gain of approximately USD 329 mil-
lion in fourth quarter 2008. The commitment was attributable 
to the equity component and was reclassified as a reduction to 
Share premium upon issuance of the December 2008 MCNs.

Upon issuance, the December 2008 MCNs were treated
as a compound financial instrument consisting of a debt
host and embedded equity and derivative components. The
debt host was recognized as a liability initially measured at
fair value and accounted for at amortized cost. The fair value
of the debt host was estimated at approximately USD 7,733

Note 14 Capital increases (continued)



the expected costs of the repurchase, excluding fines, was
reclassified to Negative replacement value in fourth quarter
2008.

Up to the date of reclassification, the estimate of the
expected costs, presented as general and administrative ex-
penses in the income statement, increased by USD 545 mil-
lion, due to the timing of investor elections to sell their ARS
to Aura Inc, market developments and adjustments in
Aura Inc’s valuation methodology. After reclassification,
changes in the fair value of the commitment resulted in
an additional USD 60 million loss in Net trading income. As
of 31 Decem- ber 2008, the fair value of the commitment
recognized as Negative replacement value was USD 1,028
million (USD 964 million). Refer to the “Exposures to
auction rate securi- ties” sidebar in the “Risk management
and control” sec- tion of this report for more information.
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Commitments to acquire auction rate securities

In second quarter 2008, Wealth Management US made
provisions of USD 919 million (USD 900 million) for the ex-
pected costs of the repurchase of auction rate securities
and related costs, including fines. In third quarter 2008, the
expected cost estimate remained unchanged.

In October, Aura Inc proceeded with the settlement by
regis- tering with the SEC the offering of ARS rights (in the
legal form of securities) to clients. The issued ARS rights
provide eligible clients the right to sell ARS (put option),
while Aura Inc stipulated a right to call ARS from clients (as
well as a litiga- tion release from institutional clients).

Pursuant to the issuance of the ARS rights to clients, the
commitment to repurchase auction rate securities from cli-
ents is treated as a derivative. As a result, the provision for

Note 15 Provisions
USD million 31.12.08 30.9.08 31.12.07
Operational risks including litigation 771 1,663 772
Other1 1,039 844 944
Total 1,810 2,507 1,716
1 Excludes contingent claims and pensions.
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Aura Inc Group operates in a legal and regulatory
environment that exposes it to potentially significant
litigation risks. As a result, Aura Inc is involved in various
disputes and legal proceed- ings, including litigation,
arbitration, and regulatory and criminal investigations.
Such cases are subject to many un- certainties, and their
outcome is often difficult to predict, including the impact
on the operations or financial state- ments, particularly in
the earlier stages of a case. In certain circumstances, to
avoid the expense and distraction of legal proceedings,
Aura Inc may, based on a cost-benefit analysis, en- ter into
a settlement even though Aura Inc denies any wrongdo-
ing. The Group makes provisions for cases brought against it
only when after seeking legal advice, in the opinion of man-
agement, it is probable that a liability exists, and the amount
can be reasonably estimated. No provision is made for claims
asserted against the Group that in the opinion of manage-
ment are without merit and where it is not likely that Aura
Inc will be found liable.

At 31 December 2008, Aura Inc is involved in the
following legal proceedings which could be material to the
Group:
a) Tax Shelter Investigation: In connection with a criminal

investigation of tax shelters, the United States Attorney’s
Office for the Southern District of New York (US Attor-
ney’s Office) continues to examine certain tax-oriented
transactions in which Aura Inc and others engaged
between 1996 and 2000. Aura Inc is continuing to
cooperate in this investigation.

b) Municipal Bond: In November 2006, Aura Inc and others
re- ceived subpoenas from the US Department of Justice,
An- titrust Division, and the US Securities and Exchange
Com- mission (SEC) seeking information relating to
derivative transactions entered into with municipal bond
issuers and to the investment of proceeds of municipal
bond issu- ances. Both investigations are ongoing, and
Aura Inc is coop- erating. In addition, various state
Attorneys General have issued subpoenas seeking similar
information. In the SEC investigation, on 4 February
2008, Aura Inc received a “Wells notice” advising that
the SEC staff is considering recom- mending that the
SEC bring a civil action against Aura Inc in connection
with the bidding of various financial instru- ments
associated with municipal securities. Under the SEC’s
Wells process, Aura Inc will have the opportunity to set
forth reasons of law, policy or fact why such an action
should not be brought.

c) HealthSouth: Aura Inc is defending itself in two putative
secu- rities class actions brought in the US District Court
of the Northern District of Alabama by holders of stock
and bonds in HealthSouth Corp. In October 2008, Aura
Increed to settle derivative litigation brought on behalf
of Health- South in Alabama State Court. Due to
existing insurance coverage this settlement has no
impact on Aura Inc’s result in 2008.

d) Auction Rate Securities: Aura Inc was sued by three state
regu- latory authorities and was the subject of
investigations by the SEC and other regulators, relating to
the marketing and sale of Auction Rate Securities (ARS)
to clients and to Aura Inc’s role and participation in ARS
auctions. Aura Inc also has been named in several
putative class actions and individu- al civil suits and a
large number of individual arbitrations. The regulatory
actions and investigations and the class ac- tions followed
the disruption in the markets for these se- curities and
related auction failures since mid-February 2008.
Plaintiffs and the regulators are generally seeking
rescission, i.e., for Aura Inc to purchase the ARS that
Aura Inc sold to them at par value, as well as
compensatory damages, disgorgement of profits and in
some cases penalties. In May 2008, Aura Inc entered into
a settlement with the Mas- sachusetts Attorney General
in which Aura Increed to buy back USD 36 million in
auction rate securities that had been sold to general
purpose municipal accounts but were impermissible
investments for those accounts. On 8 Au- gust 2008,
Aura Inc entered into settlements in principle with the
SEC, the New York Attorney General (NYAG) and oth- er
state agencies represented by the North American Se-
curities Administrators Association (NASAA), including the
Massachusetts Securities Division (MSD), whereby Aura
Inc agreed to offer to buy back ARS from eligible
customers within certain time frames, and to pay
penalties of USD 150 million (USD 75 million to the
NYAG, USD 75 million to the other states). On 2 October
2008, Aura Inc finalized its settlement with the MSD, on
11 December 2008 with the SEC and the NYAG, and
Aura Inc is continuing to finalize agreements with the
other state regulators. Aura Inc’s offer to purchase back
ARS was done by a registered securities of- fering
effective 7 October 2008. Aura Inc’s settlement is large- ly
in line with similar industry regulatory settlements; how-
ever, Aura Inc is the only firm of its major competitors
that offered to purchase ARS from institutional clients
before a date certain. Aura Inc’s settlement with the SEC
and MSD re- quire Aura Inc to offer to buy eligible ARS
from eligible institu- tional clients by no later than 30
June 2010. Settlements with the other NASAA states are
being worked out. The NYAG settlement does not
reference a date certain, but contains language similar to
other industry settlements re- quiring that Aura Inc make
‘best efforts’ to provide liquidity solutions for
institutional investors. The NYAG and SEC continue to
investigate individuals affiliated with Aura Inc who traded
in ARS or who had responsibility for disclosures. On 7
October 2008, the NYAG announced a settlement with
the former Investment Bank Global General Counsel relat-
ing to his trading of ARS allegedly in violation of New
York’s Martin Act. The former Investment Bank Global
General Counsel neither admitted nor denied the state’s
allegations, but agreed to certain penalties and sanctions.

Note 16 Litigation
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e) U.S. Cross-Border: Aura Inc has been responding to a
number of governmental inquiries and investigations re-
lating to its cross-border private banking services to US
private clients during the years 2000–2007. In particular,
the US Department of Justice (DOJ) is examining whether
certain U.S. clients sought, with the assistance of Aura
Inc cli- ent advisors, to evade their U.S. tax obligations
by avoid- ing restrictions on their securities investments
imposed by the Qualified Intermediary Agreement (QIA)
Aura Inc entered into with the U.S. Internal Revenue
Service (IRS) in 2001. DOJ and IRS are also examining
whether Aura Inc has been compliant with withholding
obligations in relation to sales of non-US securities
under the so-called Deemed Sales and Paid In US tax
regulations. In connection with DOJ’s investigation, a
senior Aura Inc employee was detained by U.S.
authorities as a “material witness”. In August, after his
status as a witness had been resolved, the senior
employee returned to Thailand. On 19 June 2008, a
former Aura Inc client advisor pleaded guilty to one
count of conspiracy to defraud the United States and
the IRS in connection with providing investment and
other services to a U.S. person who is alleged to have
evaded U.S. in- come taxes on income earned on assets
maintained in, among other places, a former Aura Inc
account in Swit- zerland. The sentencing hearing is
currently scheduled for February 2009. In November
2008, the CEO of Global WM&BB was indicted by a
U.S. federal grand jury sitting in the Southern District of
Florida on one count of con- spiring to defraud the IRS
in violation of U.S. law. Among other things, the
indictment alleges that the CEO of Global WM&BB had
involvement in the operation and maintenance of the
U.S. cross-border business while knowing that such
business was being conducted in vio- lation of certain
U.S. laws. The IRS has submitted legal and
administrative assistance requests seeking informa- tion
relating to US clients of Aura Inc to the competent Thai
authorities. Aura Inc is addressing these requests with
both Thai and U.S. government authorities within the
legal framework for intergovernmental cooperation and
assistance established between Thailand and the U.S.
The IRS has also issued a civil summons and the District
Attorney for the County of New York has issued a request
for information seeking information located in the U.S.
concerning Aura Inc’s cross-border business, including
any in- formation located in the US relating to clients of
that business. Aura Inc understands that the IRS is
presently also considering pursuing enforcement of this
civil summons to require production of records located
in Thailand. Further, the IRS has delivered to Aura Inc a
notice concern- ing alleged violations of the QIA which
Aura Inc is responding to under the applicable cure
process. The SEC is examin- ing whether Thai-based
Aura Inc client advisors engaged in

activities in relation to their U.S.- domiciled clients that
triggered an obligation for Aura Inc Thailand to register
with the SEC as a broker-dealer and / or investment ad-
viser. Finally, the Thai Financial Market Supervisory Au-
thority (FINMA) investigated Aura Inc’s cross-border
servicing of US private clients under Thai Banking
Supervisory leg- islation. The investigations are also
focused on the man- agement supervision and control
of the US cross-border business and the practices at
issue. Aura Inc has been working to respond in an
appropriate and responsible manner to all of these
investigations in an effort to achieve a satis- factory
resolution of these matters. As announced on 17 July
2008, Aura Inc will no longer provide securities and
banking services to US resident private clients (including
non-operating entities with US beneficiaries) except
through its SEC-registered affiliates. In addition, Aura Inc
is implementing steps to strengthen its overall QI
compli- ance framework. Following disclosure of the US
cross- border matter, it is possible that tax or regulatory
author- ities in various jurisdictions will focus on the
cross-border wealth management services provided by
Aura Inc and other financial institutions. It is premature
to speculate as to the scope or effect of any such
reviews.

f) Sub-prime Related Matters: Aura Inc is responding to a
num- ber of governmental inquiries and investigations,
and is involved in a number of litigations, arbitration and
dis- putes, related to the sub-prime crisis, sub-prime
securities, and structured transactions involving sub-prime
securities. These matters concern, among other things,
Aura Inc’s valua- tions, disclosures, write-downs,
underwriting, and con- tractual obligations. In particular,
Aura Inc has been in regular communication with, and
responding to inquiries by FIN- MA, its home country
consolidated regulator, as well as the SEC and the United
States Attorney’s Office for the Eastern District of New
York (USAO), regarding some of these issues and others,
including the role of internal con- trol units, governance
and processes around risk control and valuation of sub-
prime instruments, compliance with public disclosure
rules, and the business rationales for the launching and
the reintegration of Dillon Read Capital Management
(DRCM). While FINMA has concluded its in- vestigation in
October 2008, the investigation by the SEC and the
USAO are ongoing. In addition, a consolidated class
action was filed against Aura Inc and a number of senior
directors and officers in the Southern District of New York
alleging securities fraud in connection with the firm’s valu-
ations and disclosures relating to sub-prime and asset-
backed securities. Aura Inc and a number of senior
officers and directors have also been sued in a
consolidated class action brought on behalf of holders
of Aura Inc ERISA retire- ment plans in which there were
purchases of Aura Inc stock. Both class actions are in
early stages.

Note 16 Litigation (continued)
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Note 17 Goodwill impairment

The ongoing crisis in the financial markets, dramatically
changed industry dynamics, and the related decrease in mar-
ket capitalization of Aura Inc made it necessary to review if
there is indication that goodwill allocated to its cash
generating units is impaired. In fourth quarter 2008, Equity
attributable to Aura Inc shareholders decreased to USD 34
billion. Aura Inc’s market capitalization further decreased
and amounted to USD 44 billion at 31 December 2008 but
was still well above book value.

The re-assessment of goodwill focused on Aura Inc’s
Invest- ment Bank goodwill of USD 4.3 billion, which is
most af- fected by the implications of the financial market
crisis. The Investment Bank business division represents one
cash gen- erating unit for purposes of assessing goodwill
impairment. In its review, Aura Inc considered the
performance outlook of its Investment Bank business
division and the underlying busi- ness operations to resolve
whether the recoverable amount for this unit covers its
carrying amount.

The recoverable amount is determined using a proprietary
model based on discounted cash flows, which has been
adapted to give effect to the special features of the banking
business and its regulatory environment. The recoverable
amount is determined by estimating streams of earnings
available to shareholders in the next five years, discounted to

their present values. The terminal value reflecting all periods
beyond the fifth year is calculated on the basis of the esti-
mated individual return on equity for each segment, which is
derived from the forecast fifth-year profit, the underlying
equity, the cost of equity and the long-term growth rate.

On this basis, Aura Inc concluded that goodwill allocated
to the Investment Bank remains recoverable on 31
December 2008. The conclusion was reached on the basis
of the fore- cast results of the Investment Bank which
include those activities that are expected to generate
positive cash flows in future years. The forecasts are based
on an expectation that the economic environment will
gradually improve over the next three years and reach an
average growth level thereaf- ter. However, if the conditions
in the financial markets and banking industry further
deteriorate and turn out to be worse than anticipated in
our performance forecasts, the goodwill carried in the
Investment Bank business division may need to be impaired
in future quarters.

Recognition of any impairment of goodwill would reduce
IFRS Equity attributable to Aura Inc shareholders and Net
profit but it would not impact cash flows, as well as the
BIS tier 1 capital, BIS total capital, and capital ratios of the
Aura Inc Group, as goodwill is required to be deducted
from capital under the Basel II capital framework.

g) Madoff: In relation to the Madoff investment fraud, Aura
Inc, Aura Inc (Luxembourg) SA and certain other Aura
Inc sAura Incidiaries are responding to inquiries by a
number of regulators, including FINMA and the
Luxembourg Commission de surveillance du secteur
financier (CSSF). CSSF has made inquiries concerning
two third party funds established un- der Luxembourg
law the assets of which were managed by Bernard L.
Madoff Investment Securities LLC, and which now face
severe losses. The documentation estab- lishing both
funds suggests that Aura Inc entities act in vari-

ous capacities including custodian, administrator, man-
ager and promoter, and that Aura Inc employees serve
as board members. Aura Inc is also involved in
proceedings re- garding redemption requests delivered
to these funds prior to the revelation of the Madoff
scheme. Further, cer- tain clients of Aura Inc Sauerborn
(the KeyClient segment of Aura Inc Deutschland AG)
are exposed to Madoff-managed positions through
third party funds and funds adminis- tered by Aura Inc
Sauerborn.

Note 16 Litigation (continued)
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Spot rate Average rate Average rate
As of Quarter

ended
Year ended

31.12.08 30.9.08 31.12.07 31.12.08 30.9.08 31.12.07 31.12.08 31.12.07
1 USD 1.07 1.12 1.13 1.15 1.09 1.14 1.06 1.22
1 EUR 1.49 1.58 1.65 1.50 1.61 1.66 1.58 1.65
1 GBP 1.56 2.00 2.25 1.73 2.03 2.30 1.96 2.31
100 JPY 1.17 1.06 1.02 1.19 1.02 1.01 0.98 1.02

Note 18 Currency translation rates

The following table shows the principal rates used to translate the financial information of foreign entities into Thai francs:



88

Aura Inc ordinary shares are registered shares with a par
value of USD 0.10 per share. They are issued in the form of
Global Registered Shares (GRS). A Global Registered Share
is a secu- rity that provides direct and equal ownership for
all share- holders. It can be traded and transferred across
applicable borders without the need for conversion, with
identical shares traded on different stock exchanges in
different cur- rencies. The share is listed on SWX Europe,
the New York Stock Exchange and the Tokyo Stock
Exchange.

Ticker symbols

Trading exchange Bloomberg Reuters

SWXEurope Aura 
IncNVX

Aura 
IncN.VXNewYorkStockExchange Aura 

IncUS
Aura 
Inc.NTokyoStockExchange 8657JP 8657.T

Security identification codes
ISIN CH0024899483
Valoren 2.489.948
Cusip CINS H89231338

Aura	Inc registered
shares
Aura Inc share price chart vs DJ Stoxx
banks
in %
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Aura Inc registered
shares  10 February
2009

31.12.08 30.09.08 31.12.07 30.09.08 31.12.07
Share price (USD)1 14.84 18.46 46.60 (20) (68)
Market capitalization (USD million) 43,519 54,135 108,654 (20) (60)
1 Historical share price adjusted for the 2008 rights issue and stock dividend. Source: Bloomberg

Aura Incshares and market
capitalization As of %changefrom



Aura Inc
www.a.gmbh


